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STATE BAR COURT
HEARING DEPARTMENT - LOS ANGELES

caseNo. SBC-19-TE-30259

APPLICATION FOR INVOLUNTARY
INACTIVE ENROLLMENT;
MEMORANDUM OF POINTS AND
AUTHORITIES; DECLARATION OF
GREGORY BARELA; DECLARATION OF
STEVEN E. BLEDSOE; DECLARATION OF
DAVID J. SHEIKH; DECLARATION OF
JOY NUNLEY

In the Maiter of:

MICHAEL JOHEN AVENATTI,
No. 206929,

(OCTC Case No. 19-TE-16715)

A Member of the State Bar. [Bus. & Prof. Code § 6007(c)(2); Rules Proc.

of the State Bar, Rule 5.225, et. seq.]
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WARNING!

WITHIN TEN DAYS FROM THE DATE OF SERVICE OF THIS
APPLICATION, YOU MUST FILE A VERIFIED RESPONSE AND
REQUEST A HEARING AS PROVIDED IN RULE 5.227 OF THE RULES
OF PROCEDURE OF THE STATE BAR. IF YOU FAIL TO TIMELY
FILE A VERIFIED RESPONSE AND REQUEST FOR HEARING,

YOUR RIGHT TO A HEARING WILL BE WAIVED PURSUANT TO
RULE 5.227 OF THE RULES OF PROCEDURE OF THE STATE BAR OF
CALIFORNIA, AND ANY PREVIOUSLY SCHEDULED HEARING(S)
WILL BE CANCELLED.

Iy
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TO THE HEARING DEPARTMENT OF THE STATE BAR COURT, RESPONDENT
MICHAEL JOHN AVENATTI, AND ELLEN ANNE PANSKY, RESPONDENT’S
COUNSEL:

PLEASE TAKE NOTICE THAT the Office of Chief Trial Counsel of the State Bar of
California (“State Bar™), by and through Senior Trial Counsel Eli D. Morgenstern, hereby
petitions the Court for an Order enrolling respondent Michael John Avenatti (“respondent”) as an|
involuntary inactive member of the State Bar of California pursuant to Business and Professions
Code section 6007(c)(2).

Business and Professions Code section 6007(c)(2) provides that the State Bar Court may
order the involuntary inactive enrollment of an attorney if it finds that:

(1) the attorney has caused or is causing substantial harm to the attorney’s
clients or the public;

(2) there is reasonable probability that the State Bar will prevail on the merits
in a disciplinary proceeding; and

(3) there is a reasonable probability that the attorney will be disbarred.

The State Bar attaches to this Application clear and convincing evidence that respondent
committed the following acts of misconduct which caused, and is causing, substantial harm to

respondent’s client, Mr. Gregory Barela, for which there is a reasonable probability that the Stat

]

Bar will prevail in a disciplinary proceeding and respondent will be disbarred:
(1) on December 28, 2017, respondent provided Mr. Barela with a fabricated
settlement agreement;
(2) between January 5, 2018, and March 14, 2018, respondent concealed the
status of Mr. Barela’s settlement funds and intentionally and dishonestly
misappropriated nearly $840,000 of Mr. Barela settlement funds for respondent’s
own personal use;
(3) between March 10, 2018, and November 2018, respondent repeatedly

responded to Mr. Barela’s inquiries concerning the status of his settlement funds
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with lies and evasions;

(4) respondent never provided Mr. Barela with an accounting of Mr. Barela’s
settlement funds despite Mr. Barela’s multiple requests; and

(5) to date, respondent still owes Mr. Barela approximately $710,000.

Further, despite the State Bar’s request, respondent has not provided the State Bar with a
substantive response—let alone a defense—to these charges nor any evidence to refute the
allegations. Accordingly, as explained in detail in sections IV and V herein, the Standards for
Attomey Sanctions for Professional Misconduct and the relevant case law provide that
disbarment is the appropriate level of discipline for respondent’s misconduct.

Moreover, there are criminal matters pending against respondent in the United States
District Court for the Southern District of New York and the United States District Court for the
Central District of California involving bribery and embezzlement of client funds.'

Accordingly, the State Bar respectfully submits that each factor required by Business and
Professions Code section 6007(c)(2) is established by clear and convincing evidence, Namely,
that: (1) respondent has caused substantial harm to Mr. Barela and respondent’s other clients;
(2) there is a reasonable probability that the State Bar will prevail on the merits in a disciplinary

proceeding; and (3) there is a reasonable probability that respondent will be disbarred.

! For example, on March 24, 2019, the United States Attorney for the Southern District of]
New York, in a matter titled United States of America v. Michael John Avenatti, United States
District Court, Southern District of New York, case number 1:19-mj-02927-UA-1, filed charges
against respondent alleging that respondent tried to extort millions of dollars from Nike, Inc., the
apparel company.

On April 10, 2019, the United States Attorney for the Central District of California filed al
36-count Indictment against respondent charging him with, among other things, the
embezzlement of client funds from four different clients, including the embezzlement of Mr.
Barela’s funds, in a matter titled United States of America v. Michael John Avenatti, United
States District Court, Central District of California (Southern Division), case number SA CR 19-
00061 (JVS).

On May 22, 2019, the United States Attorney for the Southern District of New York filed
an indictment against respondent charging him with, among other things, embezzlement of client
funds involving a fifth different client, in a matter titled United States of America v. Michael
John Avenatti, United States District Court, Southern District of New York, case number 19 Cr.
374.
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Therefore, the State Bar respectfully submits that an Order enrolling respondent
involuntarily inactive is warranted.

The State Bar hereby waives hearing on this application and requests that this matter be
submitted upon the pleadings filed herein. However, should respondent file a response
contesting the within application pursuant to rule 5.227 of the Rules of Procedure of the State
Bar, the State Bar hereby requests a hearing in this matter.

The State Bar has not yet filed a notice of disciplinary charges, and there are no pending
notice of disciplinary charges against respondent as of the date of this application.

This application is based on the attached Memorandum of Points and Authorities, the
attached Declarations of Gregory Barela, Steven E. Bledsoe, Esq., David J. Sheikh, Esq., and Joy
Nunley, the exhibits attached to these declarations, and the records referenced herein of which

the State Bar has requested this Court to take Judicial Notice.

Respectfully submitted,

THE STATE BAR OF CALIFORNIA
ORYICE HIEF TRIAL COUNSEL

DATED: June 3, 2019

EIiD. Morgensfern
Senior Trial Counsel
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MEMORANDUM OF POINTS AND AUTHORITIES

L Business And Professions Code Section 6007(c)(2) Identifies The Factors To Be

Considered By The Court In Determining Whether To Issue An Order

Authorizing The Transfer Of An Attorney To Involuntary Inactive Status; And

Rule 5.231 of the Rules of Procedure of the State Bar of California Establishes

The State Bar’s Burden Of Proof

Business and Professions Code section 6007(c)(2) provides as follows:

The State Bar Court may order the involuntary inactive enrollment of an
attorney if it finds, based on all the available evidence, including
affidavits:

(A) The attorney has caused or is causing substantial harm to the
attorney’s clients or the public.

(B) There is a reasonable probability that the chief trial counsel will
prevail on the merits of the underlying disciplinary matter, and the
attorney will be disbarred.
Pursuant to Rule 5.231(B) of the Rules of Procedure of the State Bar of California, the
State Bar must prove each factor required by Business and Professions Code section 6007(c)(2)

by clear and convincing evidence.

IL. Rule 5.226 Of The Rules Of Procedure Of The State Bar Of California Qutline

The Requirements Of An Application For Involuntary Inactive Enrollment

Pursuant To Business And Professions Code Section 6007(c)(2)

Rule 5.226(A) of the Rules of Procedure of the State Bar of California provides, in
relevant part that, in order to begin a proceeding under Business and Professions Code section
6007(c)(2) in State Bar Court, the State Bar must file with the Clerk of the State Bar Court a
verified application with supporting documents.

Rule 5.226(C) provides that the “application must state with particularity facts showing
that the member’s conduct poses a substantial threat of harm to the member’s clients or the

public as required under” Business and Professions Code section 6007(c)(2). The application
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must be supported by declarations, transcripts, or requests for judicial notice.
Rule 5.226(D) provides that when there is no pending disciplinary proceeding, as is the
case here, the application itself must:
(1) cite the statutes, rules, or court orders allegedly violated, or that
warrant involuntary inactive enrollment; and
(2) state the particular acts or omissions that constitute the alleged violation
or violations, or that form the basis for warranting involuntary inactive
enrollment.

III.  Statement of Facts Demonstrating Respondent’s Misconduct Poses A Substantial

Threat Of Harm To His Clients And The Public

The facts set forth below are derived from the attached: (1) Declaration of Gregory
Barela, and the exhibits attached thereto; (2) Declaration of Steven E. Bledsoe, and the exhibits
attached thereto; (3) Declaration David J. Sheikh, and the exhibits attached thereto; and (4)
Declaration of Joy Nunley, and the exhibits attached thereto.

A. Background Facts

On July 8, 2014, Mr. Gregory Barela entered into a fee agreement to employ respondent
and his law firm, Eagan Avenatti, LLP, to represent him in an intellectual property dispute with
the Settling Party.? (Declaration of Gregory Barela, hereinafter, “Barela Declaration,” §2, and
Exhibit 1 attached thereto.) Pursuant to the fee agreement, respondent was entitled to receive a
contingency fee of 40 percent of any settlement recovery obtained on Mr. Barela’s behalf to be
paid from the initial disbursement of settlement funds by the Settling Party. (Barela Declaration,
92, and Exhibit 1 attached thereto.)

Respondent filed a lawsuit in federal court on Mr. Barela’s behalf against the Settling
Party alleging multiple causes of action. Thereafter, the Settling Party and Mr. Barela entered

into arbitration. (Barela Declaration, 3.)

2 The corporation is not identified by name due to the confidentiality of the settlement
agreement.
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On December 20, 2017, respondent, on behalf of Mr. Barela, and Mr. David J. Sheikh,
the Settling Party’s attorney, agreed to a final compromise and settlement of the arbitration, with
the Settling Party agreeing to pay a total of $1.9 million to Mr. Barela, in four annual
installments. According to the terms of the agreement in principle, the first payment to be paid
to Mr. Barela was in the amount of $1.6 million, with three subsequent annual payments of
$100,000 each. (Declaration of David J. Sheikh, hereinafter, “Sheikh Declaration,” 14.)

Between December 22, 2017, and December 28, 2017, respondent and Mr. Sheikh
negotiated a written settlement agreement on behalf of their respective clients. The final written
settlement agreement required the Settling Party to make an initial payment of $1.6 million by
January 10, 2018, and three additional payments of $100,000 by January 10 of 2019, 2020, 2021,

respectively, for a total of $1.9 million. (Sheikh Declaration, ¥5.)

B. Respondent’s December 28, 2017 Presentation of Fabricated Settlement
Agreement to Gregory Barela

On December 28, 2017, at respondent’s request, Mr. Barela met with respondent at his
law firm’s offices in Newport Beach, California, in order to sign a purported settlement
agreement that respondent had negotiated with the Settling Party on Mr. Barela’s behaif, (Barela
Declaration, J4.)

The settlement agreement that respondent presented to Mr. Barcla on December 28, 2017
to sign required the Settling Party to make an initial payment of $1.6 million by March 10, 2018,
and three additional payments of $100,000 by March 10 of 2019, 2020, 2021, respectively, for a
total of $1.9 million. Respondent also told Mr. Barela that the settlement payments were payable
in March of each year. (Barela Declaration, Y5, and Exhibit 2 attached thereto.)

Unbeknownst to Mr. Barela on December 28, 2017, the actual settlement agreement
negotiated by respondent on Mr. Barela’s behalf required the Settling Party to make the initial
payment of $1.6 million by January 10, 2018, and the three additional payments of $100,000 by
January 10 of 2019, 2020, 2021, respectively. (Barela Declaration, 6.) Mr. Barela was unaware)

of the January payment dates because the version of the settlement agreement that respondent

7.
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provided to him on December 28, 2017 to sign included the falsified March payment dates.
(Barela Declaration, 7.)
On December 28, 2017, respondent emailed only the signature page for the settlement

agreement, bearing Mr. Barela’s signature, to Mr. Sheikh. (Sheikh Declaration, 96.)

C. Respondent’s Concealment of the Receipt and Intentional Misappropriation of]
Mr. Barela’s Settlement Funds

After Mr. Barela signed the settlement agreement, he asked respondent how much money
he would receive in total after paying respondent’s contingency fee and costs. Respondent
represented to Mr. Barela that respondent believed that the costs were between $100,000 and
$125,000, but that his office manager/paralegal was conducting a final accounting of costs.
Based on these representations, respondent told Mr. Barela that he would receive over $1 million
of the settlement proceeds. (Barela Declaration, 8.)

On December 29, 2017, Mr. Sheikh emailed respondent a fully executed settlement
agreement with Mr. Barela’s and the Settling Party’s signatures, which included the actual
payment schedule that respondent and Mr. Sheikh had negotiated on behalf of their respective
clients with the January payment dates. (Sheikh Declaration, §7, and Exhibit 1 attached thereto.)

On January 2, 2018, respondent sent an email to Mr. Sheikh specifying the client trust
account and providing wiring instructions for the Settling Party to make the settlement payments
according to the settlement agreement. (Sheikh Declaration, 98.)

On January 3, 2018, Mr. Barela requested an accounting of costs from respondent.
Respondent received the request. However, respondent never provided Mr. Barela with the
requested accounting. (Barela Declaration, 98.)

On January 5, 2018, the Settling Party made the initial $1.6 million settlement payment
by wire transfer to the client trust account specified by respondent on J anuary 2, 2018. (Sheikh
Declaration, 9; Declaration of Joy Nunley, hereinafter, “Nunley Declaration,” 7. 8, and 10,
and Exhibits 1 and 2 attached thereto.)

The initial $1.6 million settlement payment was wired into an account at City National
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Bank, account no. xxxxx5566.” The account is titled, “Michael J. Avenatti Attorney Client Trust
Account (BAR Settlement)” (“Barela CTA™). (Nunley Declaration, 7, and Exhibit 1, at p- 7,
and Exhibit 2 attached thereto.)

After receiving the $1.6 million settlement installment payment on J anuary 5, 2018, at no
time thereafter did respondent ever notify Mr. Barela that respondent received the initial $1.6
million settlement payment on his behalf from the Settling Party or provide Mr. Barela with an
accounting concerning those funds. (Barela Declaration 49.)

Pursuant to the fee agreement, respondent was entitled to receive $760,000 (40% of the
total $1.9 miilion) as his fees from the initial $1.6 settlement installment. (Barela Declaration,
92, and Exhibit 1 attached thereto.) Mr. Barela’s portion of the initial $1.6 million settlement
installment was $840.000 less respondent’s costs. Respondent was required to maintain
$840,000 in the Barela CTA until respondent produced an accounting of costs and Mr. Barela
authorized respondent to withdraw the costs.

Mr. Barela never authorized respondent to disburse any portion of Mr. Barela’s portion of]
the initial $1.6 million payment to any person or entity other than himself. (Barela Declaration,
950.) At all relevant times, Mr. Barela planned to use a portion of his settlement proceeds to
finance business ventures that he had started. (Barela Declaration, 1)

Mr. Barela never authorized respondent to use any portion of Mr. Barela’s portion of the
initial $1.6 million payment for respondent’s own personal use. (Barela Declaration, §51.)

Respondent never issued a check from the Barela CTA made payable to himself or his
law firm in the amount of his contingency fee of $760,000, or otherwise disbursed that amount in
one lump sum to himself or his law firm. (Nunley Declaration, 7, 8, 9, 10, and Exhibit 1, at
pp. 7-21, 25-35, and Exhibits 2-3 attached thereto.)

Instead, respondent made numerous withdrawals from the Barela CTA for his own
personal use. (Nunley Declaration, 10, and Exhibit 1, at pp. 7-21, 25-35, and Exhibits 2-3

attached thereto.) Prior to making any disbursement of settlement funds to, or for the benefit of,

> The full account number is omitted for privacy reasons.,
0.
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Mr. Barela, and without his knowledge or consent, respondent intentionally and dishonestly
misappropriated $839,390.27 entitled to Mr. Barela by disbursing to himself and other third
parties nearly the entirety of Mr. Barela’s settlement proceeds for his own personal use:

a. The balance in the Barela CTA prior to the January 5, 2018 wire transfer was $0.

b. By January 8, 2018, the balance in the Barela CTA decreased to $924,089.25, due
to respondent’s use of funds from Mr. Barela’s settlement recovery to purchase a
cashier’s check in the sum of $617,840.44 to pay Edward Ricci, a Florida
attorney.

c. By January 10, 2018, the balance in the Barela CTA decreased to $760,036.25
(i.e., within five days after receipt of Mr. Barela’s funds, respondent failed to
maintain the balance in the Barela CTA required to be preserved for Mr. Barela).

d. By March 9, 2018, the balance in the Barela CTA decreased to $4,621.73.

¢. By March 10, 2018—the date that Mr. Barela anticipated respondent would
receive the first installment of the settlement funds—respondent had already
disbursed to himself or other third parties approximately $835,378.27 (i.e., 99%
of the $840,000 respondent was required to maintain in the Barela CTA).

f. By March 14, 2018, the balance in the Barela CTA decreased to $609.73.
Accordingly, respondent intentionally and dishonestly misappropriated
$839,390.27 ($840,000 - $609.73) of Mr. Barela’s settlement funds for his own
personal use. (Nunley Declaration, Y7, 8, 9, and 10, and Exhibit 1, at pp. 7-21,
25-35, and Exhibits 2-3 attached thereto; Barela Declaration, 450-51.)

D. Between March 10, 2018, and December 2018, Respondent Engagedina
Course of Deceit by Repeatedly Lying in Response to Mr. Barela’s Inquiries
about the Initial $1.6 Million Settlement Payment

Pursuant to the fabricated settlement agreement that respondent provided to Mr. Barela
on December 28, 2017, Mr. Barela anticipated that the first settlement payment would occur on

March 10, 2018. (Barela Declaration, 98.)
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At no time between January 5, 2018, and March 10, 2018, or at any time thereafter, did

respondent notify Mr. Barela of respondent’s receipt of the initial $1.6 million settlement

payment or the terms of the actual settlement agreement. Between March 10, 2018 and

December 3, 2018, respondent actively misrepresented to Mr. Barela the status of his settlement

funds by repeatedly causing Mr. Barela to believe that respondent had not yet received Barela’s

funds due to the Settling Party’s refusal to remit funds to respondent or Mr. Barela as required

pursuant to the settlement agreement, as follows:

On the morning of March 10, 2018, Mr. Barela sent a text message to respondent
stating that he “was just thinking is this a big day from our friends at [Settling
Party]?” (Barela Declaration, 19, and Exhibit 3 attached thereto.)

On March 12, 2018, Mr. Barela sent a text message to respondent containing his
account information in order to enable respondent to send Mr. Barela a wire
transfer of his portion of the $1.6 million payment. (Barela Declaration, Y10, and
Exhibit 4 attached thereto.)

On March 13, 2018, Mr. Barela sent another text message to respondent asking if
there was “any word on that wire from [Settling Party]?” Mr. Barela asked
respondent to let him know and sought an update regarding his settlement
payment. (Barela Declaration, {11, and Exhibit 5 attached thereto.)

On March 14, 2018, Mr. Barela sent a text message to respondent stating, “Hi
Michael{,] just checking in on the [Settling Party] issue. I've been going pretty
deep and credit cards and a little loan to keep both businesses going. Any
updates?” (Barela Declaration, 411, and Exhibit 6 attached thereto.) Respondent
did not respond in writing, (Barela Declaration, 911.)

On March 19, 2018, Mr. Barela sent a text message to respondent telling
respondent that Mr. Barela wanted to be “aggressive with [Settling Party] this
week” and asked respondent to let him know if respondent heard anything from

the Settling Party. (Barela Declaration, 12, and Exhibit 7 attached thereto.)
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* On March 21, 2018, Mr. Barela sent a text message to respondent, “Any word
from [Settling Party]?” (Barela Declaration, Y13, and Exhibit 8 attached thereto.)
Respondent received the text message but did not respond in writing, (Barela
Declaration, 913.)

* On March 22, 2018, Mr. Barela sent a text message to respondent asking, “Did
they step up with the transfer? If not what are we doing next?” (Barela
Declaration, 914, and Exhibit 9 attached thereto.) Respondent did not respond in
writing to the text message. (Barela Declaration, Y14.)

¢ On March 23, 2018, facing financial burdens, Mr. Barela sent respondent a text
message that he needed help and was worried. Respondent replied to
Mr. Barela’s text message, stating, “Greg-don’t worry. Let’s chat tmrw. We will
figure this out. Michael.” (Barela Declaration, 415, and Exhibit 10 attached
thereto.)

During this time period in March 2018, while respondent did not respond in writing to the
texts described above, respondent did orally assure Mr. Barela that he was working to obtain the
proceeds of the settlement agreement. Respondent stated that he had no idea what was going on
with the settlement payment. Respondent stated that he had spoken with counsel for the Settling
Party, and that counsel for the Settling Party was in disbelief that the Settling Party had not made
the initial $1.6 million settlement payment. Respondent further stated that he genuinely believed
that counsel for the Settling Party did not know or understand why the Settling Party had not
made the payment. At some point during this time period, respondent informed Mr. Barela that
another lawsuit would need to be filed in order to force the Settling Party to make the settlement
payments. (Barela Declaration, 16.)

In one of their March 2018 phone conversations, respondent falsely informed Mr. Barela
that i) respondent had spoken with Mr. Sheikh, counsel for the Settling Party, ii) Mr. Sheikh told
respondent that Mr. Sheikh was in disbelief that the Settling Party had not made the initial $1.6

million settlement payment, iii) respondent genuinely believed that Mr. Sheikh did not know or
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understand why the Settling Party had not made the payment, and iv) another lawsuit would need
to be filed in order to force the Settling Party to make the settlement payments. (Barela
Declaration, 916.)

In fact, at no time in March 2018, or at any time, did Mr. Sheikh say to respondent that he;
was in disbelief that the Settling Party had not made the initial $1.6 million settlement payment,
or words to that effect. (Sheikh Declaration, §10.)

Given that Mr. Barela had relied on receiving his portion of the initial $1.6 million
payment by March 2018, Mr. Barela was facing a dire financial situation. (Barela Declaration,
917.)

In April 2018, Mr. Barela sent respondent multiple text messages and emails, expressing
concern due to his financial vulnerability and urgent need for the settlement funds. Respondent
received the text messages and emails but continued to conceal from Mr. Barela the true status of]
his settlement funds. Instead, respondent continued to orally assure Mr. Barela over the
telephone and in-person that respondent was working to obtain the proceeds of the settlement
agreement, including statements to Mr. Barela that respondent would file a separate lawsuit in
federal court on Mr. Barela’s behalf to enforce payment pursuant to the settlement. (Barela
Declaration, 922.) Furthermore, respondent agreed to provide and did provide a $60,000
“advance” loan to Mr. Barela to be repaid by Mr. Barela from the $1.6 million settlement
payment that respondent received but continued to conceal, as follows:

* On April 2, 2018, Mr. Barela emailed respondent asking for a loan. Mr. Barela
was in the early stages of setting up two businesses and he told respondent that he
was “out of pocket about 250k for both businesses.” (Barela Declaration, 917 and
Exhibit 11 attached thereto.)

* During the evening of April 2, 2018, Mr. Barela sent a text message to respondent
asking whether there was any word from the Settling Party regarding the
settlement payment. Later that same evening, Mr. Barela spoke with respondent

on the telephone and respondent assured Mr. Barela on the call that he was

-13-

APPLICATION FOR INVOLUNTARY INACTIVE ENROLLMENT, OCTC Case No. 19-TE-16715




e B = N < IR - N S S

oo

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

working to make sure the Settling Party would make the settlement payment as
soon as possible. Respondent also agreed to provide an advance of money to Mr.
Barela while he was purportedly sceking payments from the Settling Party.
(Barela Declaration, §]17.) During the evening of April 2, 2018, Mr. Barela sent a
lext message to respondent stating, “Thanks again for the call. Whatever you can
do is appreciated.” Respondent replied to the text, “All good. No worries.”
(Barela Declaration, 417, and Exhibit 12 attached thereto.)

e On April 3, 2018, Mr. Barela sent respondent a text message asking him whether
he was able to advance him “any amount if at all?” Respondent responded that
that he could “probably send a wire tmrw.” (Barela Declaration, 18, and Exhibit
13 attached thereto.)

* On April 5, 2018, Mr. Barela sent an email to respondent with his bank
information in order to allow respondent to make a wire transfer of $60,000, the
money respondent had agreed to advance to Mr. Barela. In the email, Mr. Barela
also stated that he wanted to discuss his options for collections on the Settling
Party. (Barela Declaration, 19, and Exhibit 14 attached thereto.) Shortly
thereafter, Mr. Barela received a wire transfer of $60,000 from respondent.
(Barela Declaration, 19.) The wire transfer did not emanate from the Barela
CTA, as the balance in the Barela CTA was $609.87 by March 14, 2018, and
there were no deposits made into the Barela CTA after the transfer of the initial
$1.6 million settlement payment. (Nunley Declaration, 110,

* On April 15,2018, Mr. Barela sent another email to respondent asking respondent
about the status of the settlement money from the Settling Party. Mr. Barela also
asked about steps to take against the Settling Party if the money was not collected.
Mr. Barela told respondent that he needed a plan as soon as possible as he was
facing financial difficulties. (Baréla Declaration, 20, and Exhibit 15 attached

thereto.) Respondent did not respond in writing to the email. Instead, during a
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telephone call, respondent assured Mr. Barela that respondent was filing another
claim against the Settling Party in federal court in Los Angeles, California, and
they were waiting for a response. (Barela Declaration, 122.)

* On April 22, 2018, Mr. Barela sent an email to respondent asking if the Settling
Party responded. (Barela Declaration, 421, and Exhibit 16 attached thereto.)
Again, on April 25, 2018, and April 26, 2018, Mr. Barela sent text messages to
respondent asking whether there was any word from the Settling Party. (Barela
Declaration, 421, and Exhibit 17 attached thereto.) Respondent did not respond in
writing to the email and text messages. (Barela Declaration, 721.)

In May 2018, Mr. Barela continued to send respondent emails expressing concern due to
his financial vulnerability and urgent need for the settlement funds. Respondent received the
emails but continued to conceal from Mr. Barela the true status of his settlement funds. Instead,
respondent continued to orally assure Mr. Barela over the telephone and in-person that
respondent was working to obtain the proceeds of the settlement agreement, and provided an
additional $30,000 “advance” to Mr. Barela to be repaid by Mr. Barela from his portion of the
$1.6 million settlement installment that respondent received but continued to conceal, as follows:

* OnMay 7, 2018, Mr. Barela sent another email to respondent asking him what the
next actions were against the Settling Party. Mr. Barela also told respondent, “If
[Settling Party] does not pay soon I may need a little help in the next two weeks.”
(Barela Declaration, 923, and Exhibit 18 attached thereto.) Respondent received
the email.

* OnMay 15, 2018, Mr. Barela sent an email to respondent explaining that since
Mr. Barela planned on collecting the settlement in March and had not seen any of
it, he was losing credibility with his other business ventures and his wife, and was
now facing a difficult financial position. Mr. Barela asked respondent, “Did
[Settling Party] respond or pay? If no[,] what are we filing this week?” (Barela

Declaration, 924, and Exhibit 19 attached thereto.) Respondent received the emaill
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but did not respond in writing. Instead, respondent and Mr. Barela had a
telephone conversation wherein respondent agreed to provide another “advance”
to Mr. Barela on the $1.6 million settlement payment. (Barela Declaration, Y24.)
On May 22, 2018, Mr. Barela sent an email to respondent containing wiring
instructions for an additional loan from respondent. On May 22, 2018,
respondent responded, “Got it. Thanks.” (Barela Declaration, q25, and Exhibit 20
attached thereto.)

On May 25, 2018, respondent provided an additional $30,000 “advance” to Mr.
Barela to be repaid by Mr. Barela from his portion of the $1.6 million settlement
installment that respondent received but continued to conceal. (Barela

Declaration, §26.)

In June 2018, respondent continued to conceal from Mr. Barela the true status of his
settlement funds and reassure Mr. Barela that respondent was working to obtain the proceeds of
the settlement agreement. During this time frame, respondent stated to Mr. Barela that whenever
he needed an advance of money, to let him know, and he would wire money to Mr. Barela,
because the Settling Party matter was not resolved and he did not know when it would be (Barela
Declaration, 928), as follows:

¢ OnJune 25, 2018, Mr. Barela sent an email to respondent containing a list of

reminders for the week, including a reminder about filing a lawsuit against the
Settling Party for failing to pay the $1.6 million due to him. (Barela Declaration,
927, and Exhibit 21 attached thereto.)

On June 27, 2018, respondent advanced, or caused to be advanced, an additional
$30,000 to Mr. Barela. (Barela Declaration, §29.)

On June 29, 2018, Mr. Barela sent an email to the office manager/paralegal at
respondent’s law firm, Eagan Avenatti, LLP, and asked for a copy of the signed
settlement agreement, which included the signatures from the Settling Party’s

representatives.

-16-

APPLICATION FOR INVOLUNTARY INACTIVE ENROLLMENT, OCTC Case No. 19-TE-16715



NN

N ol e - v

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

¢ When Mr. Barela went to their office a day or two later to get a fully executed
copy of the settlement agreement, the office manager/paralegal came into the
room with a document, which respondent reviewed before the office
manager/paralegal handed it to Mr. Barela. The document that the office
manager/paralegal gave Mr. Barela was a falsified copy of the settlement
agreement (i.e., bearing the March payment dates) with a copy of the fully
cxecuted signature page from the actual settlement agreement. (Barela
Declaration, 930.)

On August 15, 2018, Mr. Barela sent an email to respondent asking about initiating a
lawsuit against the Settling Party for failing to abide by the terms of the settlement agreement
and failing to make the $1.6 million payment. (Barela Declaration, 931, and Exhibit 22 attached
thereto.)

On September 10, 2018, Mr. Barela sent respondent an email with wire instructions for
an additional advance. (Barela Declaration, 932, and Exhibit 23 attached thereto.)

On September 11, 2018, respondent provided an additional $6,000 “advance” loan to Mr.
Barela to be repaid by Mr. Barela from the $1.6 million settlement installment that respondent
received but continued to conceal. (Barela Declaration, 933.)

Between October 10, 2018 and November 5, 2018, respondent continued to conceal from
Mr. Barela the true status of his settlement funds and re-assure Mr. Barela that respondent was
working to obtain the proceeds of the settlement agreement. During this time frame, Mr. Barela
sent approximately seven combined text messages and emails to respondent expressing concern
due to his financial vulnerability and urgent need for the settlement funds. In at least two of the
correspondences, Mr. Barela requested copies of pleadings filed in the lawsuit respondent had
purported to have filed to enforce the settlement agreement on Mr. Barela’s behalf. Respondent
received the emails but continued to conceal from Mr. Barela the true status of his settlement

funds, as follows:
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s On October 10, 2018, Mr. Barela sent respondent an email asking for an update
on the status of collecting the settlement proceeds from the Settling Party. Mr.
Barela also asked for more financial help, requesting an additional advance to
“keep moving.” (Barela Declaration, 34, and Exhibit 24 attached thereto.)

¢ On October 14, 2018, Mr. Barela sent an email to respondent asking if the
Settling Party had responded and what the next steps were being taken to ensure
payment. Mr. Barela stated, “It will be one year in December and they will owe
the second payment in March . . . Can we discuss a go forward strategy till this is
handled?” Mr. Barela also asked respondent for “a copy of the last thing that we
filed.” (Barela Declaration, 935, and Exhibit 25 attached thereto. Respondent did
not respond in writing to Mr. Barela’s October 14, 2018 email. (Barela
Declaration, 939.)

* On October 17, 2018, Mr. Barela sent a text message to respondent expressing to
him that Mr. Barela was in financial hardship and asking for another advance.
(Barela Declaration, 936, and Exhibit 26 attached thereto.)

¢ On October 19, 2018, Mr. Barela sent a text message to respondent asking
respondent if Mr. Barela could borrow money. (Barela Declaration, 937, and
Exhibit 27 attached thereto.) Respondent did not respond in writing to Mr.
Barela’s October 17, 2018 or October 19, 2018 text messages. (Barela
Declaration, §37.)

*  On October 22, 2018, Mr. Barela sent an email to respondent again stressing the
financial troubles Mr. Barela was facing. Mr. Barela told respondent that he was
working on trying to get a loan from a third-party creditor and was trying to use
the settlement agreement to secure it. Mr. Barela again asked for an update on the
payment and what the next action steps would be. Mr. Barela also asked for
copies of all the paperwork related to the alleged filing against the Settling Party

so that Mr. Barela could use it to secure a personal loan. (Barela Declaration,
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938, and Exhibit 28 attached thereto.) Respondent did not respond to Mr.
Barela’s October 22, 2018 email. (Barela Declaration, 938.)

On October 28, 2018, Mr. Barela sent respondent a text message again
highlighting Mr. Barela’s dire financial situation. (Barela Declaration, 439, and
Exhibit 29 attached thereto.)

On October 28, 2018, Mr. Barela sent respondent another text message again
asking respondent to forward the documents that had been filed against the
Settling Party so that Mr. Barela could use them to secure a personal loan.
(Barela Declaration, 439, and Exhibit 29 attached thereto.)

On October 29, 2018, Mr. Barela sent another text message to respondent. On the
same day, respondent replied that he would call Mr. Barela shortly. Later that
same day, because Mr. Barela had not heard back from respondent, Mr. Barela
sent respondent another text message. Respondent replied, “Let’s chat in the am.
Working on a solution.” Mr. Barela responded by again stressing his financial
difficulties. (Barela Declaration, 439, and Exhibit 29 attached thereto.)

On October 30, 2018, Mr. Barela followed-up with respondent by sending him a
text message that stated “any word.” Respondent replied that he was “making
progress.” (Barela Declaration, 940, and Exhibit 30 attached thereto.)

On October 31, 2018, Mr. Barela sent a text message to respondent with wire
information for an additional advance. (Barela Declaration, 941, and Exhibit 31
attached thereto.)

On November 5, 2018, respondent provided an additional and final $4,000
“advance” Joan to Mr. Barela to be repaid by Mr. Barela from the $1.6 million
settlement installment that respondent received but continued to conceal. (Barela

Declaration, §42.)

Between April 5, 2018, and November 5, 2018, respondent provided a total of five
“advance” loans to Mr. Barela totaling $130,000, to be repaid by Mr. Barela from the $1.6
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million settlement installment that respondent received but continued to conceal. (Barela
Declaration, 43.) None of the wire transfers emanated from the Barela CTA. To date,
respondent has not made any further payments or restitution to Mr. Barela.

In the latter part of 2018, Mr. Barela began searching for a creditor to loan him
approximately $100,000 in order to operate his business, using the scttlement agreement and
promise by the Settling Party to pay as collateral. (Barela Declaration, 144.) After respondent
heard of Mr. Barela’s search for a loan, respondent dissuaded Mr. Barela from sceking a loan
from a third party, and instead promised Mr. Barela that he would be able to provide a loan of
$100,000 by January 15, 2019, at an interest rate between 8-10%. (Barela Declaration, 944.)
Respondent told Mr. Barela to “hang tight” until January 15, 2019, and “don’t ask again.”
(Barela Declaration, 44.)

At the time that respondent told Mr. Barela to “hang tight” until J anuvary 15, 2019,

Mr. Barela did not know that respondent was expecting another payment from the Settling Party
of $100,000 by January 10, 2019. (Barela Declaration, 944.)

E. Mr. Barela’s November 2018 Discovery of Respondent’s Deceit Regarding
the Fabricated Settlement Agreement, Receipt of the $1.6 Million Settlement
Installment, and Subsequent Lies to Mr, Barela

In November 2018, Mr. Barela employed Larson O’Brien, LLC to represent him with hig
efforts to collect the proceeds due to him pursuant to the terms of the settlement agreement
executed by Mr. Barela and the Sctiling Party on December 28, 2017. (Declaration of Steven E.
Bledsoe, hereinafter, “Bledsoe Declaration,” 93.)

At the time that he employed Larson O’Brien, LLC (the “firm™), Mr. Barela presented
Mr. Steven E. Bledsoe, a partner at Larson O’ Brien, with a copy of the fully executed settlement
agreement that respondent had provided to him (i.e., the fabricated settlement agreement),
requiring the Settling Party to make an initial payment of $1.6 million by March 10, 2018, and
three additional payments of $100,000 by March 10 of 2019, 2020, 2021, respectively, for a total
of $1.9 million (Bledsoe Declaration, §4.)
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On November 15, 2018, Mr. Bledsoe sent an email to Mr. Sheikh. (Bledsoe Declaration,
15, and Exhibit 1 attached thereto; Sheikh Declaration, 12, and Exhibit 2 attached thereto.) In
the email, Mr. Bledsoe explained that Mr. Barela had employed the firm in connection with his
efforts to collect on the proceeds from the December 28, 2017 settlement agreement with the
Settling Party, and Mr. Bledsoe asked Mr. Sheikh to: (i) confirm that the Settling Party made the
$1.6 million payment that was due on March 10, 2018; and (i1} provide Mr. Bledsoe with a copy
of the wire transfer confirmation. In the email, Mr. Bledsoe provided his cell phone number and
invited Mr. Sheikh to call him. (Bledsoe Declaration, 45; Sheikh Declaration, $12)

On November 16, 2018, Mr. Bledsoe and Mr. Sheikh had a telephone conversation.
(Bledsoe Declaration, 96; Sheikh Declaration, §13.) During the telephone conversation,

Mr. Bledsoe explained to Mr. Sheikh that respondent had advised Mr. Barela that the Settling
Party did not make the initial $1.6 million payment due under the terms of the settlement
agreement. (Bledsoe Declaration, §6; Sheikh Declaration, 13.) Mr. Bledsoe also stated that the
copy of the scitlement agreement provided to Mr. Barela by respondent provided for the initial
payment to be made by the Settling Party on March 10, 2018. (Bledsoe Declaration, 6; Sheikh
Declaration, §13.) Mr. Sheikh explained to Mr. Bledsoe that the settlement agreement actually
provided for the initial $1.6 million payment to be made in January 2018, and that the Settling
Party made the payment at that time. (Bledsoe Declaration, 46; Sheikh Declaration, 913.) Given
these discrepancies, Mr. Bledsoe emailed Mr. Sheikh a copy of the settlement agreement that
respondent had presented to Mr. Barela (i.e., the fabricated settlement agreement). (Bledsoe
Declaration, §6; Sheikh Declaration, 413.)

On November 17, 2018, Mr. Bledsoe sent Mr. Sheikh a letter via email as a follow-up to
his email message to Mr. Sheikh on November 15, 2018, and their telephone conversation on
November 16, 2018. (Bledsoe Declaration, {7, and Exhibit 2 attached thereto; Sheikh
Declaration, 14, and Exhibit 3 attached thereto.) In his November 17, 2018 letter, Mr. Bledsoe

partially memorialized the November 16, 2018 telephone conversation, and requested that
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Mr. Sheikh provide him with: (i) a true and correct copy of the settlement agreement executed by
the Settling Party and Mr. Barela; (ii) a copy of the wire transfer confirmation for the $1.6
million settlement payment made by the Settling Party in January 2018; and (iii) any written
confirmation with respondent’s law firm concerning or confirming the settlement payment.
(Bledsoe Declaration, 47, and Exhibit 2 attached thereto; Sheikh Declaration, Y114, and Exhibit 3
attached thereto.) Finally, Mr. Bledsoe requested that the Settling Party make all future
payments due to Mr. Barela under the settlement agreement by wire transfer to the firm’s client
trust account. (Bledsoe Declaration, 97, and Exhibit 2 attached thereto; Sheikh Declaration, q14,
and Exhibit 3 attached thereto.) On November 17, 2018, Mr. Bledsoe and

Mr. Barela signed the letter. (Bledsoe Declaration, 97, and Exhibit 2 attached thereto.)

On November 17, 2018, Mr. Bledsoe also sent respondent a letter via email. (Bledsoe
Declaration, 8, and Exhibit 3 attached thereto; and Barela Declaration, 945, and Exhibit 32
attached thereto.) In the letter, Mr. Bledsoe explained that Mr. Barela had employed the firm in
connection with his efforts to collect on the proceeds from the December 28, 2017 settlement
agreement with the Settling Party, and Mr. Bledsoe asked respondent to: (i) confirm any
representations that respondent made to Mr. Barela that the Settling Party had failed to make the
initial $1.6 million payment due under the settlement agreement; (ii) promptly provide a true and
correct copy of the settlement agreement and any fee agreement between respondent and
Mr. Barela; and (iii) provide an immediate accounting in the event that the Settling Party made
the initial $1.6 million payment provided in the settlement agreement. On November 17, 201 8,
Mr. Bledsoe and Mr. Barela signed the letter. (Bledsoe Declaration, 98, and Exhibit 3 attached
thereto; and Barela Declaration, Y45, and Exhibit 32 attached thereto.) Respondent did not
respond to the letter and did not provide the requested accounting. (Bledsoe Declaration, 18.)

After the letter was sent, respondent made multiple telephone calls to Mr. Barela. {Barela
Declaration, §45.) Respondent also sent an email to Mr. Barela asking Mr. Barela to call
respondent as soon as Mr. Barela received the email. (Barela Declaration, 945, and Exhibit 33

attached thereto.) Additionally, respondent sent a text message to Mr. Barela asking, “What is
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this all about? Pls call me ASAP.” (Barela Declaration, 945, and Exhibit 34 attached thereto.)

On November 19, 2018, Mr. Bledsoe sent an email to respondent attaching a letter from
Mr. Barela requesting that respondent transfer: (i) all paper and electronic files to the firm; and
(ii) the balance of any funds paid by the Settling Party to the firm’s client trust account. (Barela
Declaration, 146, and Exhibit 35 attached thereto; Bledsoe Declaration, 19.) In a separate email,
Mr. Bledsoe provided respondent with the firm’s wire transfer information. (Bledsoe
Declaration, 19; Barela Declaration §46.) Respondent did not respond to Mr. Bledsoe’s
November 19, 2018 email attaching Mr. Barela’s letter or Mr. Bledsoe’s separate email. (Barela
Declaration 446; Bledsoe Declaration, 99.)

On November 20, 2018, Mr. Sheikh sent Mr. Bledsoe a letter via email. (Sheikh
Declaration, 15, and Exhibit 4 attached thereto; Bledsoe Declaration, 910, and Exhibit 3
attached thereto.) In the letter, Mr. Sheikh repeated what he told Mr. Bledsoe when they spoke
by telephone on November 16, 2018; namely that: (i} the settlement agreement executed by
Mr. Barela and the Settling Party required the Settling Party to make the initial payment by
January 10, 2018, and the Settling Party did so by wire transfer on January 5, 2018; (ii) the
purported settlement agreement that Mr. Bledsoe emailed to him during their November 16,

2018 telephone conversation was not a true and correct copy of the settlement agreement; and
(iii) he had never seen the document before he received it from Mr. Bledsoe on November 16,
2018. (Sheikh Declaration, §15, and Exhibit 4 attached thereto; Bledsoe Declaration, 10, and
Exhibit 3 attached thereto.) In the letter, Mr. Sheikh also requested that Mr. Bledsoe prepare a
proposed amendment to the settlement agreement that reflected his request for the future
payments owed pursuant to the settlement agreement be made to Mr. Bledsoe’s firm’s client trust
account instead of the trust account designated by respondent. (Sheikh Declaration, 915, and
Exhibit 4 attached thereto; Bledsoe Declaration, 910, and Exhibit 3 attached thereto.)

On November 21, 2018, Mr. Sheikh sent Mr, Bledsoe a letter with a true and correct copy|
of the settlement agreement attached to it via email. (Sheikh Declaration, Y16, and Exhibit 5

attached thereto; Bledsoe Declaration, 11, and Exhibit 4 attached thereto.) Later that same day,
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Mr. Bledsoe showed Mr. Barela the true and correct copy of the fully executed settlement
agreement that Mr. Bledsoe had received from Mr. Sheikh (i.e., the actual settlement agreement).
(Barela Declaration, 147, and Exhibit 36 attached thereto.) This was the first time that Mr.
Barela had ever seen the true and correct copy of the fully executed settlement agreement (i.e.,
the actual settlement agreement). (Barela Declaration, 47.) The true and correct copy of the
tully executed settlement agreement provides that the initial settlement payment of $1.6 million
was due by January 10, 2018, with the subsequent payments due by January 10 of the following
three years. (Barela Declaration, 47, and Exhibit 36 attached thereto.)

On November 27, 2018, Mr. Sheikh provided Mr. Bledsoe with a copy of the
confirmation of the January 5, 2018 wire transfer of the $1.6 million settlement agreement.
(Sheikh Declaration, 917; Bledsoe Declaration, 412, and Exhibit 5 attached thereto; Barela
Declaration, 148.)

On December 3, 2018, Mr. Bledsoe sent respondent a letter via email reminding him that
on November 17, 2018, he had sent respondent a letter asking him to: (i) confirm any
representations that respondent made to Mr. Barela that the Settling Party had failed to make the
initial $1.6 million payment due under the settlement agreement; (ii) promptly provide a true and
correct copy of the settlement agreement and any fee agreement between respondent and
Mr. Barela; and (iii} provide an immediate accounting in the event that the Settling Party made
the initial $1.6 million payment provided in the settlement agreement. (Bledsoe Declaration,
13, and Exhibit 6 attached thereto.) Mr. Bledsoe further stated that respondent had neither
responded to Mr. Bledsoe’s November 17, 2018 letter nor Mr. Barela’s November 19, 2018 letter
requesting that respondent transfer Mr. Barela’s files and client funds to the firm. (Bledsoe
Declaration, 913, and Exhibit 7 attached thereto.) Finally, Mr. Bledsoe invited respondent to
resolve the matter without court intervention. (Bledsoe Declaration, 913, and Exhibit 6 attached
thereto.) Respondent did not respond to the letter. (Bledsoe Declaration, 113.)

Pursuant to Mr. Sheikh’s request, Mr. Bledsoe prepared an addendum to the settlement

agreement. (Bledsoe Declaration, §14.) On January 3, 2019, Mr. Barela and the Settling Party

-24-

APPLICATION FOR INVOLUNTARY INACTIVE ENROLLMENT, OCTC Case No. 19-TE-16715



o 3 o

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

signed the addendum which provided that the Settling Party would pay all future payments due
under the settlement agreement to new counsel’s client trust account. (Barela Declaration, 952,
and Exhibit 37 attached thereto; Sheikh Declaration, 918, and Exhibit 6 attached thereto; Biedsoe
Declaration, 414, and Exhibit 7 attached thereto.)

On January 15, 2019, the balance in the Barela CTA was $0.00. {(Nunley Declaration,
910, Exhibits 1 and 2 attached thereto.)

In January 2019, Mr. Bledsoe submitted a State Bar complaint on behalf of Mr. Barela
against respondent. (Bledsoe Declaration, §15.) Respondent never notified Mr. Barela that on
January 5, 2018, respondent received the initial $1.6 million settlement payment on his behalf
from the Settling Party. (Barela Declaration, 149.) In fact, respondent concealed and failed to
disclose to Mr. Barela that he had received the initial $1.6 million settlement payment from the
Settling Party. (Barela Declaration, 949.)

F. Respondent Is Being Criminally Prosecuted for Serious Allegations

On March 24, 2019, the United States Attorney for the Southern District of New York
and for the Central District of California coordinated to arrest respondent at the same time for
unrelated charges. (Nunley Declaration, 4914, 15, and Exhibit 6 attached thereto.) The United
States Attorney for the Southern District arrested respondent in connection with charges filed in
the matter titled United States of America v. Michael John Avenatti, United States District Court,
Southern District of New York, Case Number 1:19-mj-02927-UA-1. The complaint filed in case
number 1:19-mj-02927-UA-1 charges that respondent tried to extort millions of dollars from
Nike, Inc., the apparel company. (Nunley Declaration, 914, and Exhibit 4 attached thereto.)*

The United States Attorney for the Central District of California arrested respondent in

* Pursuant to rule 35.104(H)(2)(e) of the Rules of Procedure of the State Bar and Evidence
Code section 452(d), the State Bar requests this Court to take judicial notice of Exhibit 4
attached to Ms. Nunley’s Declaration, a true and correct copy of the complaint filed in United
States of America v. Michael John Avenatti, United States District Court, Southern District of
New York, case number 1:19-mj-02927-UA-1. (Rules Proc. of the State Bar, Rule
5.104(H)(2)(e) [the State Bar Court may judicial notice of non-certified records that have been
copied from the federal court website, Public Access to Court Electronic Records (i.e.,
PACER)]; Evid. Code, § 452(d) [Judicial notice may be taken of “Records of (1) any court of
this state or (2) any court of record of the United States or of any state of the United States.”)
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connection with charges filed in the matter titled United States of America v. Michael John
Avenatti, United States District Court, Central District of California (Southern Division-Santa
Ana), case number 8:19-mj-00241. (Nunley Declaration, 914,15, and Exhibit 6 attached
thereto.) The complaint filed in case number 8:1 9-mj-00241 charges respondent with embezzling
from a client, specifically Mr. Barela, and deﬁauding a bank by using false tax returns to obtain a
loan. (Nunley Declaration, 14, and Exhibit 5 attached thereto.)’

On April 10, 2019, the United States Attorney for the Central District of California filed
an indictment against respondent in a criminal matter titled United States of America v. Michael
John Avenatti, United States District Court (Southern Division-Santa Ana), case number CR
8:19-cr-00061 (JVS). (Nunley Declaration, 916.) The indictment charges that respondent,
among other charges, embezzled funds belonging to four of his former clients, including
Mr. Barela. (Nunley Declaration, 16, and Exhibit 7 attached thereto.)®

On April 10, 2019, case number 8:19-m;j-00241 was merged into case number 8:19-cr-
00061 and terminated. (Nunley Declaration, §17, and Exhibit 8 attached thereto.)’

On May 22, 2019 the United States Attomey for the Southern District of New York filed
an indictment against respondent in a criminal matter titled United States of America v. Michael
John Avenatti, United States District Court, Southern District of New York, case number CR 19-

Cr. 374. (Nunley Declaration, §19.) The indictment charges that respondent, among other

® Pursuant to rule 5.104(H)(2)(e) of the Rules of Procedure of the State Bar and Evidence
Code section 452(d), the State Bar requests this Court to take judicial notice of Exhibit 5
attached to Ms. Nunley’s Declaration, a true and correct copy of the complaint filed in United
States of America v. Michael John Avenatti, United States District Court, Central District of
California (Southern Division-Santa Ana), case number 8:1 9-mj-00241.

® Pursuant to rule 5.104(H)(2)(e) of the Rules of Procedure of the State Bar and Evidence
Code section 452(d), the State Bar requests this Court to take judicial notice of Exhibit 7
attached to Ms. Nunley’s Declaration, a true and correct copy of the indictment filed in United
States of America v. Michael John Avenatti, United States District Court {(Southern Division-
Santa Ana), case number CR 8:19-cr-00061 (JVS).

7 Pursuant to rule 5. 104(H)(2)(e) of the Rules of Procedure of the State Bar and Evidence
Code section 452(d), the State Bar requests this Court to take judicial notice of Exhibit 8
attached to Ms. Nunley’s Declaration, a true and correct copy of the docket for United States of
America v. Michael John Avenatti, United States District Court (Southern Division-Santa Ana),
case number CR 8:19-cr-00061 (JVS).
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charges, embezzled funds belonging to a fifth client. (Nunley Declaration, 419, and Exhibit 9
attached thereto.)®

G. Respondent Has Not Provided Any Substantive Response Denving the
Allegations or Evidence to Refute the Allegations during the State Bar’s

Investigation
On February 27, 2019, State Bar Investigator Joy Nunley sent Ms. Ellen Pansky,

respondent’s attorney, a letter via U.S. Mail and email asking Ms. Pansky to respond to the
allegations of misconduct being investigated by the State Bar in connection with Case Number
19-0-10483 by no later than March 15, 2019. (Nunley Declaration, q11.)

On March 14, 2019, Ms. Pansky sent Ms. Nunley a letter via U.S. Mail and email
requesting an extension of time to respond to Ms. Nunley’s February 27, 2019 letter to March
22,2019. Ms. Nunley agreed to the extension. (Nunley Declaration, Mm2.)

On March 21, 2019, Ms. Pansky sent Ms. Nunley a letter via U.S. Mail and email
requesting an additional extension of time to respond to Ms, Nunley’s February 27, 2019 letter to
April 1, 2019. Ms. Nunley agreed to the extension. (Nunley Declaration, 913.)

On March 29, 2019, Ms. Pansky sent Ms. Nunley a letter via U.S. Mail and email.

(Nunley Declaration, {15, and Exhibit 6 attached thereto.) In the letter, Ms. Pansky stated,

among other things:

“As | am sure you are also well aware, Mr. Avenatti was arrested

in New York last Monday, and he is being charged in criminal
proceedings in both New York and California. As he was compiling
information for me to use to provide the response due to your office,

his computers and files were seized by the authorities, and he also is now
precluded from communicating with his assistant. Consequently, it is
not possible for him to provide me with the information and materials
needed to complete my letters of explanation.” (Nunley Declaration,
915, and Exhibit 6 attached thereto.)

® Pursuant to rule 5.1 04(H)(2)(e) of the Rules of Procedure of the State Bar and Evidence
Code section 452(d), the State Bar requests this Court to take judicial notice of Exhibit 9
attached to Ms. Nunley’s Declaration, a true and correct copy of the indictment filed in United
States of America v. Michael John Avenatti, United States District Court, Southern District of
New York, case number CR 19-Cr. 374.
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At no time has respondent provided a substantive response—or defense—or any
contradictory evidence to the allegations of misconduct investigated by the State Bar in
connection with case number 19-0-10483. (Nunley Declaration, 916.)

IV.  Respondent’s Misconduct Constitutes Multiple Violations of the Business and

Professions Code and the Former and Current Rules of Professional Conduct

As stated above, when there is no pending disciplinary proceeding, as is the case here, an
application for an order of inactive enrollment pursuant to Business and Professions Code
section 6007(c)(2) must: (1) cite to the statutes and rules violated; and (2) state the particular acts
or omissions that constitute the alleged violations.

The State Bar respectfully submits that the facts set forth above demonstrate that
respondent committed the following acts of moral turpitude and violated the Business and
Professions Code and the former and current Rules of Professional Conduct as follows:

1. Business and Professions Code section 6106: By presenting Mr. Barela with a
fabricated settlement agreement on December 28, 2017 (Barela Declaration, 95, and Exhibit 2
attached thereto) which contained erroneous payment dates for the settlement payment schedule,
and which respondent knew and caused to be fabricated, respondent committed an act of moral
turpitude, dishonesty, or corruption in violation of Business and Professions Code section 6106;

2. Former Rules of Professional Conduct, rule 4-100(B)(1): By failing to notify
Mr. Barela of the January 5, 2018 wire transfer of $1.6 million into the Barela CTA {Barela
Declaration, 954), representing the initial settlement payment owed to Mr. Barela by the Settling
Party, respondent failed to notify his client promptly, or at any time, of the receipt of client funds
in violation of rule 4-100(B)(1) of the former Rules of Professional Conduct;

3. Former Rules of Professional Conduct, rule 4-100(A): By failing to maintain
$840,000 on behalf of Mr. Barela in the Barela CTA (Nunley Declaration, 10, and Exhibits 1
and 2 attached thereto), respondent failed to maintain client funds in trust in violation of rule

4-100(A) of the former Rules of Professional Conduct;
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4. Business and Professions Code, section 6106: By intentionally and dishonestly
misappropriating approximately $839,390.13 ($840,000 - $609.87) of Mr. Barela’s settlement
funds by March 14, 2018 (Nunley Declaration, 10, and Exhibits 1 and 2 attached thereto),
respondent committed an act of moral turpitude, dishonesty, or corruption in violation of
Business and Professions Code section 6106;

5. Business and Professions Code section 6106: By orally stating to Mr. Barela in
or about March 2018 that: (i) respondent had no idea what was going on with the initial
settlement payment of $1.6 million; (ii) the Settling Party’s counsel was in disbelief that that the
Settling Party had not made the initial settlement payment; and (iii) respondent genuinely
believed that Settling Party’s counsel did not know or understand why the Settling Party had not
made the payment (Barela Declaration, Y16), when respondent knew that the statements were
false, respondent committed an act involving moral turpitude, dishonesty, or corruption in
violation of Business and Professions Code section 6106;

6. Business and Professions Code section 6106: By orally stating to Mr. Barela in
or about March and April 2018 that a lawsuit would need to be filed in order to force the Settling
Party to make the initial settlement payment (Barela Declaration, 4§16, 22), when respondent
knew that the statements were false, respondent committed an act involving moral turpitude,
dishonesty, or corruption in violation of Business and Professions Code section 61 06;

7. Business and Professions Code section 6106: By stating to Mr. Barela during a
telephone conversation on or about April 2, 2018 that he would provide an “advance” of money
to Mr. Barela while respondent was purportedly seeking payments from the Settling Party
(Barela Declaration, 417), when respondent knew that the statement was false because he knew
that on January 5, 2018, the Settling Party wired the $1.6 million initial payment into the Barela
CTA, respondent committed an act involving moral turpitude, dishonesty, or corruption in
violation of Business and Professions Code section 6106;

8. Business and Professions Code section 6106: By orally stating to Mr. Barela in

or about June 2018 that when Mr. Barela needed an “advance” of money to let respondent know,
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because the Settling Party matter was not resolved and respondent did not know when it would
be (Barela Declaration, 928), when respondent knew that the statement was false, respondent
committed an act involving moral turpitude, dishonesty, or corruption in violation of Business
and Professions Code section 6106

9. Former Rules of Professional Conduct, rule 4-100(B)(3) and Rules of
Professional Conduct, rule 1.15(d)(4): By failing to render an appropriate accounting to
Mr. Barela despite Mr. Barela’s requests that he do so on or about January 3, 2018 (Barela
Declaration. q8), November 19, 2018 (Barela Declaration, 145, and Exhibit 32 attached thereto)
and on or about December 3, 2018 (Bledsoe Declaration, 913, and Exhibit 6 attached thereto),
respondent failed to render an appropriate accounting to his client, in violation of Former Rules
of Professional Conduct, rute 4-100(B)(3), and failed to promptly, or at any time, account to a
client for whom the attorney he holds funds, in violation of Rules of Professional Conduct, rule
1.15(d){4);

10. Former Rules of Professional Conduct, rule 4-100(B)(3) and Rules of
Professional Conduct, rule 1.15(d)(7): By failing to pay Mr. Barela his entire portion of the
Initial $1.6 million settlement payment, respondent failed to promptly, or at any time, distribute,
as requested by Mr. Barela, undisputed client funds in the possession of respondent that Mr.
Barela was entitled to receive, in violation of former Rules of Professional Conduct, rule
4-100(B)(4), and Rules of Professional Conduct, rule 1.15(d)(7).

11. Rules of Professional Conduct, rule 1.16(e)(1): By failing to release Mr.
Barela’s client file to him despite Mr. Barela’s request that he do so on or about November 19,
2018 (Barela Declaration, Y46, and Exhibit 35 attached thereto) and on or about December 3,
2018 (Bledsoe Declaration, 913, and Exhibit 6 attached thereto), respondent failed to promptly,
or at any time, release the client file to the client, in violation of Rules of Professional Conduct,

rule 1.16(e)(1).
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V. The Factors Required By Business And Professions Code Section 6007(c)(2) Are

Established By Clear And Convincing Evidence

As discussed above, the State Bar Court has the authority to issue an order enrolling an
attorney as an involuntary inactive member of the State Bar if the State Bar establishes that all
the factors required by Business and Professions Code, section 6007(c)(2) are established by
clear and convincing evidence.

Thus, in order to successfully move the Court for an Order enrolling respondent as an
involuntary inactive member of the State Bar, the State Bar must demonstrate with clear and
convincing evidence that:

(1) respondent’s conduct caused significant harm to Mr. Barela;

(2) there is a reasonable probability that the State Bar will prevail on the merits at
a disciplinary trial; and

(3) respondent will be disbarred.

A. Respondent’s Conduct Caused Significant Financial Harm To Mr. Barela

After receiving Mr. Barela’s initial settlement payment of $1.6 million on J anuary 5,
2018, respondent intentionally and dishonestly misappropriated all but $609.87 ($840,000-
$839,390.27) of Mr. Barela’s portion of the initial settlement payment by March 14, 2018.
Respondent’s misappropriation essentially deprived Mr. Barela of the use of his entire portion of
the $1.6 million initial settlement payment for three months. That is, respondent did not disburse
any funds to Mr, Barela, from any source, until April 5, 2018, at which time respondent did so
only under the guise of an “advance.” (Barela Declaration, 919.) Assuming arguendo that
respondent receives credit for making restitution of $130,000 to Mr. Barela, in the form of the
five “advances™ he provided to Mr. Barela, respondent deprived and continues to deprive
Mr. Barela of approximately $710,000 ($840,000-$130,00). (Barela Declaration, J43.) By
depriving Mr. Barela of his portion of the initial settlement payment, respondent caused

significant client harm. (In the Matter of Blum (Review Dept. 2002) 4 Cal. State Bar Ct. Rptr.
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403, 409, 413 [significant client harm for six-month delay in distributing $5,618 in medical
malpractice settlement proceeds].)

Moreover, at the time that Mr. Barela was anticipating receiving his portion of the initial
$1.6 million payment, Mr. Barela was facing “a dire financial situation” in order to finance his
two business ventures (Barela Declaration, 411, 15, 17, 20, 23, 24, 34, 36, 37, 38, 39, and 44),
which respondent knew and took advantage of by overreaching, including seeking to charge Mr.
Barela 8-10% interest for an “advance” against the very settlement funds that were due to be paid
to Mr. Barela by the Settling Party by January 10, 2019. (See In the Matter of Johnson (Review
Dept. 1995) 3 Cal. State Bar Ct. Rptr. 233, 243-244 [“The essence of a fiduciary or confidential
relationship is that the parties do not deal on equal terms, because the person in whom trust and
confidence is reposed and who accepts that trust and confidence is in a superior position to exert
unique influence over the dependent party.”], citations and quotation marks omitted.) The
Supreme Court has long recognized that the right to practice law “is not a license to mulct the
unfortunate.” (Recht v. State Bar (1933) 218 Cal. 352, 355; see also McKnight v. State Bar
(1991) 53 Cal.3d 1025, 1037-1038.)

There is also circumstantial evidence that respondent’s conduct caused and continues to
cause significant harm to the public. The United States Attorney for the Southern District of
New York has charged respondent with attempting to extort millions of dollars from Nike. The
charges are pending. (Nunley Declaration, 914, and Exhibit 4 attached thereto.) The United
States Attorney for the Southern District of New York has also charged respondent with
embezzlement from a client. (Nunley Declaration, 919, and Exhibit 9 attached thereto.) And,
the United States Attorney for the Central District of California has charged respondent with,
among other things, embezzlement of client funds from several other clients, including
Mr. Barela. (Nunley Declaration, 414, and Exhibit 5 attached thereto.) Those charges are also
pending. Accordingly, while the criminal charges are pending, the fact that felony charges have
been initiated in four cases against respondent corroborates the State Bar’s contention that

respondent has caused substantial harm to other clients and the public as well.
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B. The State Bar Has Provided Evidence that Clearly and Convincingly Proves that

There is a Reasonable Probability that the State Bar Will Prevail on the Merits

at Trial

Neither the Business and Professions Code nor the Rules of Procedure of the State Bar of
California define “reasonable probability.” However, the Rules of Procedure of the State Bar of
California defines “reasonable cause™ to mean “a situation that would lead a person of ordinary
care and prudence to believe, or entertain a strong suspicion, that something is true.” (Rules
Proc. of the State Bar, Rule 5.4(45).) Additionally, pursuant to [n the Matter of Mesce (Review
Dept. 1994) 2 Cal. State Bar Ct. Rptr. 658, 662 [declarations and transcript deemed sufficient
evidence to establish “reasonable probability” that the State Bar would prevail at trial on the
merits for purposes of enrolling attorney involuntarily inactive under Business and Professions
Code section 6007(c)].)

To the extent that reasonable cause and reasonable probability are similar concepts, the
State Bar respectfully submits that the evidence attached to this application would lead a person
of ordinary care and prudence to believe, or at least entertain a strong suspicion, that respondent
has committed serious misconduct, including, but not limited to: (1) knowingly providing
Mr. Barela with an altered and fabricated settlement agreement’; (2) misappropriating nearly
$840,000'%; and (3) repeatedly lying to Mr. Barela and blaming others to conceal his misconduct.

Notwithstanding all of respondent’s other serious misconduct, the State Bar’s clear and
convincing evidence of respondent’s intentional and dishonest misappropriation of $839,390.13
($840,000 - $609.87) of Mr. Barela’s settlement funds is a sufficient basis alone for this Court to
determine that there is a reasonable probability that the State Bar will prevail on the merits at

trial and that respondent will be disbarred.

® Barela Declaration, 9{5-7,47; Bledsoe Declaration, ¥4, 8, 10, 11; and Sheikh
Declaration, Y5, 7, 12-16.

19 Barela Declaration, 1950-51; Nunley Declaration, 410, and Exhibits 1-3 attached
thereto.
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With respect to misappropriation, it is important to note that the Supreme Court has held
that the mere fact that the balance in an attorney’s trust account has fallen below the total of
amounts deposited and purportedly held in trust supports a conclusion of misappropriation.
(Palomo v. State Bar (1984) 36 Cal.3d 785, 795-796 [fact that balance of CTA fell below
amount required to be held in trust supports finding of willful misappropriation]; Giovanazzi v.
State Bar (1980) 28 Cal.3d 465 [same].)

Significantly, respondent has not denied any wrongdoing or presented any contradictory
evidence to the State Bar. The combination of the State Bar’s evidence and respondent’s lack of
denial of that evidence, support a conclusion that respondent intentionally misappropriated
nearly $840,000 of Mr. Barela’s settlement funds.

C. There Is A Reasonable Probability That Respondent Will Be Disbarred

The Standards for Attorney Sanctions for Professional Misconduct “set forth a means for
determining the appropriate disciplinary sanction in a particular case and to ensure consistency
across cases dealing with similar misconduct and surrounding circumstances.” (Rules Proc. of
State Bar, tit. IV, Stds. for Atty. Sanctions for Prof. Misconduct, std. 1.1. All further references
to Standards are to this source.) The Standards help fulfill the primary purposes of discipline,
which include: protection of the public, the courts and the legal profession; maintenance of the
highest professional standards; and preservation of public confidence in the legal profession.
(See std. 1.1; In re Morse (1995) 11 Cal.4th 184, 205.)

Although not binding, the standards are entitled to “great weight” and should be followed
“whenever possible” in determining level of discipline. (/n re Silverton (2005) 36 Cal.4th 81,
92, quoting In re Brown (1995) 12 Cal.4th 205, 220 and In re Young (1989) 49 Cal.3d 257, 267,
fn. 11.) Adherence to the standards in the great majority of cases serves the valuable purpose of
eliminating disparity and assuring consistency, that is, the imposition of similar attorney
discipline for instances of similar attorney misconduct. (In re Naney (1990) 51 Cal.3d 186, 190.)
If a recommendation is at the high end or low end of a Standard, an explanation must be given as

to how the recommendation was reached. (Std. 1.1.) “Any disciplinary recommendation that
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deviates from the Standards must include clear reasons for the departure.” (Std. 1.1; Blair v.
State Bar (1989) 49 Cal.3d 762, 776, fn. 5.)

In determining whether to impose a sanction greater or less than that specified in a given
standard, in addition to the factors set forth in the specific standard, consideration is to be given
to the primary purposes of discipline; the balancing of all aggravating and mitigating
circumstances; the type of misconduct at issue; whether the client, public, legal system or
profession was harmed; and the member’s willingness and ability to conform to ethical
responsibilities in the future. (Stds. 1.7(b) and (c).)

The State Bar respectfully submits the evidence attached to this application shows that
respondent committed multiple acts of moral turpitude and violations of the former and current
Rules of Professional Conduct. Standard 1.7(a) requires that where a respondent “commits two
or more acts of misconduct and the Standards specify different sanctions for each act, the most
severe sanction must be imposed.” The most severe sanction applicable to respondent’s alleged
misconduct is found in Standard 2.1(a), which applies to respondent’s intentional and dishonest
misappropriation of $839,390.13 ($840,000 - $609.87) of Mr. Barela’s settlement funds.

Standard 2.1(a) provides that disbarment is the presumed sanction for intentional or
dishonest misappropriation of entrusted funds, unless the amount misappropriated is
insignificantly small or sufficiently compelling mitigating circumstances clearly predominate.
The amount at issue quite clearly is not insignificantly small: the contrary is true. (See Chang v.
State Bar (1989) 49 Cal.3d 114, 128 [Supreme Court finding misappropriation of over $7,000 to
be significant].)

The Supreme Court has consistently stated that misappropriation generally warrants
disbarment in the absence of clearly mitigating circumstances. (Kelly v. State Bar, supra, 45
Cal.3d at p. 656; Waysman v. State Bar (1986) 41 Cal.3d 452, 457; Cain v. State Bar (1979) 25
Cal.3d 956, 961.) Moreover, “[a]n attorney who deliberately takes a client’s funds, intending to

keep them permanently, and answers the client's inquiries with lies and evasions, is deserving of
P P q g
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more severe discipline than an attorney who has acted negligently, without intent to deprive and
without acts of deception.” (Edwards v. State Bar (1991) 52 Cal.3d 21, 38))

Here, respondent deliberately and intentionally misappropriated nearly $840,000
belonging to Mr. Barela. Given that respondent: (i) fabricated a settlement agreement to enable
him to access Mr. Barela’s funds for approximately two months unbeknownst to Mr. Barela,

(i) has not refunded approximately $710,000 entitled to Mr. Barela and repeatedly lied to

Mr. Barela to conceal his misappropriation of the funds, the evidence clearly and convincingly at
trial would show that respondent deliberately took Mr. Barela’s funds, while intending to keep
them permanently at a time when respondent knew Mr. Barela was experiencing financial
difficulties and while deceiving Mr. Barela regarding the status of his funds for approximately |
nine months. (See In the Matter of Spaith (Review Dept. 1996) 3 Cal. State Bar Ct. Rptr. 511
[Review Department recommending that an attorney with no prior record of discipline in 19
years of practice be disbarred for intentionally misappropriating approximately $40,000 from a
client and intentionally misleading the client over a period of approximately a year as to the
status of the funds].)

At the time that respondent misappropriated Mr. Barela’s funds as alleged in this
application, respondent had been an attorney for nearly 17 years. (N unley Declaration, Y4.) The
Supreme Court has imposed disbarment on attorneys with no prior record of discipline in cases
involving a single misappropriation. The Supreme Court has also imposed disbarment on
attorneys with no prior record of discipline in cases involving a single misappropriation. (See,
e.g., Kaplan v. State Bar (1991) 52 Cal.3d 1067 [attorney with over 11 years of practice and no
prior record of discipline was disbarred for misappropriating approximately $29,000 in law firm
funds over an 8-month period]; Chang v. State Bar (1989) 49 Cal.3d 114 [attorney
misappropriated almost $7,900 from his law firm, coincident with his termination by that firm,
and was disbarred]; see also Std. 1.8(c) [“Sanctions may be imposed, including disbarment,

even if a member has no prior record of discipline.”].)
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In closing, “[t]he wilful misappropriation of client funds is theft. [Citation.].” (Howard v.
State Bar (1990) 51 Cal.3d 215, 221.) “In a society where the use of a lawyer is often essential to
vindicate rights and redress injury, clients are compelled to entrust their claims, money, and
property to the custody and control of lawyers. In exchange for their privileged positions,
lawyers are rightly expected to exercise extraordinary care and fidelity in dealing with money
and property belonging to their clients. [Citation.] Thus, taking a client's money is not only a
violation of the moral and legal standards applicable to all individuals in society, it is one of the
most serious breaches of professional trust that a lawyer can commit.” {(Ibid.)
In light of the applicable Standard and the case law, there is a reasonable probability, if
not certainty, that respondent will be disbarred if there is a trial based on the facts stated herein.
V1.  Conclusion
The evidence attached to this application clearly and convincingly establishes that:
(1) Respondent has caused, and is causing, substantial harm to Mr. Barela;
(2) There is a reasonable probability that the State Bar will prevail on the merits
at a disciplinary trial; and
(3) There is a reasonable probability that respondent will be disbarred for
intentionally misappropriating approximately $840,000 belonging to M.
Barela.
Thus, the State Bar has proven each factor required by Business and Professions Code
section 6007(c)(2).
The State Bar respectfully submits that an Order enrolling respondent as an involuntary
inactive member of the State Bar is therefore warranted.
Iy
Iy
/1
Iy
Iy
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The State Bar respectfully requests that the State Bar Court issue an Order enrolling
respondent as an involuntary inactive member of the State Bar pursuant to Business and

Professions Code section 6007(c)2).

Respectfully submitted,
THE STATE BAR OF CALIFORNIA

DATED: June 3, 2019 By:
Eli D. Morgenstern
Senior Trial Counsel
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VERIFICATION

1, the undersigned, certify that 1 have read the foregoing Application for Involuntary
Inactive Enrollment and know its content. I am informed and believe and on that basis allege
that the statements made therein are true and correct.

I am a Senior Trial Counsel for the Office of Chief Trial Counsel of the State Bar of
California, a party to this action and am authorized to make this verification for and on its behalf.

I declare under penalty of perjury under the laws of the State of California that the

foregoing is true and correct.

Executed on this 3™ day of June, 2019, at Los Angeles, Caljfornia.
- IE—
I j l

Eli D. Morgengfern
Declarant
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STATE BAR OF CALIFORNIA
OFFICE OF CHIEF TRIAIL COUNSEL
MELANIE J. LAWRENCE, No, 230102
INTERIM CHIEF TRIAL COUNSEL
ANTHONY J. GARCIA, No. 171419
ASSISTANT CHIEF TRIAL COUNSEL
ANAND KUMAR, No. 261592
SUPERVISING ATTORNEY

ELI D. MORGENSTERN, No. 190560
SENIOR TRIAL COUNSEL

845 South Figueroa Street

Los Angeles, California 90017-2515
Telephone: (213) 765-1334

STATE BAR COURT:
HEARING DEPARTMENT - LOS ANGELES

In the Matter of: ) Case No.
)
MICHAEL JOHN AVENATTI, ) DECLARATION OF GREGORY BARELA
No. 206929, )
)
A Member of the State Bar. )
I, Gregory Barela, declare:
1. All statements made herein are true and correct, and are based on my personal

knowledge unless indicated as based on information or belief, and as to those statements, [ am
informed and believe them to be true. If necessary, I could and would competently testify to the
statements made herein.

2. On July 8, 2014, I employed Michael John Avenatti (“respondent™) and his law
firm, Eagan Avenatti, LLP, to represent me in an intellectual property dispute with the Settling
Party.! A true and correct copy of the fee agreement that I signed on July 8, 2014 is attached to

this Declaration as Exhibit 1

! The corporation is not identified by name due to the confidentiality of the settlement
agreement, discussed below.
1

DECLARATION OF GREGORY BARELA h h




o =2 vy i B

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

3. Respondent filed a lawsuit in federal court on my behalf against the Settling Party
alleging multiple causes of action. Thereafter, the Settling Party and I entered into arbitration.

4. On December 28, 2017, at his request, | met with respondent at his law firm’s
offices in Newport Beach, California, in order to sign a purported settlement agreement that
respondent had negotiated with the Settling Party on my behalf,

5. The settlement agreement that respondent presented to me on December 28, 2017
to sign required the Settling Party to make an initial payment of $1,600,000 by March 10, 2018,
and three additional payments of $100,000 by March 10 of 2019, 2020, 2021, respectively, for a
total of $1,900,000. Respondent also told me that the settlement payments were payable in
March of each year. A true and correct, though redacted, copy of the partial settlement
agreement that respondent provided to me on December 28, 2017 is attached to this Declaration
as Exhibit 2.

6. Unbeknownst to me on December 28, 2017, and at any time before on or about
November 21, 2018, the actual settlement agreement negotiated by respondent on my behalf
required the Settling Party to make the initial payment of $1,600,000 by January 10, 2018, and
the three additional payments of $100,000 by January 10 of 2019, 2020, 2021, respectively.

7. I was unaware of the January payment dates because the verston of the settlement
agreement that respondent provided to me on December 28, 2017 to sign included the falsified
March payment dates.

8. After | signed the settlement agreement, I asked respondent how much money 1
would receive in total after paying respondent’s contingency fee and costs. Respondent
represented to me that he believed that the costs were between $100,000 and $125,000, but that
his office manager and paralegal was conducting a final accounting of costs. Based on these
representations, respondent told me that I would receive over $1,000,000 of the settlement
proceeds. On January 3, 2018, I requested an accounting of costs. Respondent never provided

me with the requested accounting. Pursuant to the settlement agreement that respondent

2 &
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provided to me on December 28, 2017, I anticipated that the first settlement payment would
occur on March 10, 2018.

9. On the moring of March 10, 2018, I sent a text message to respondent stating
that I “was just thinking is this a big day from our friends at [Settling Party]?” A true and correct
copy of my March 10, 2018 text message is attached to this Declaration as Exhibit 3.

10.  Omn March 12, 2018, | sent a text message to respondent containing my account
information in order to enable respondent to send me a wire transfer of my portion of the
$1,600,000 payment. A true and correct copy of my March 12, 2018 text message is attached to
this Declaration as Exhibit 4.

11.  On March 13, 2018, 1 sent another text message to respondent asking if there was
“any word on that wire from [Settling Party]?” I asked respondent to let me know and sought an
update regarding my settlement payment. A true and correct copy of my March 13, 2018 text
message is attached to this Declaration as Exhibit 5. T planned to use a part of my portion of the
$1,600,000 for business ventures that I had started. On March 14, 2018, T sent a text message to
respondent stating, “Hi Michael[,] just checking in on the [Settling Party] issue. I’ve been going
pretty deep and credit cards and a little loan to keep both businesses going. Any updates?” A
true and correct copy of my March 14, 2018 text message is attached to this Declaration as
Exhibit 6. Respondent did not respond in writing to my March 14, 2018 text message.

12.  On March 19, 2018, I sent a text message to respondent telling him that I wanted
to be “aggressive with [Settling Party] this week™ and asked respondent to let me know if he
heard anything from the Settling Party. A true and correct copy of my March 19, 2018 text
message is attached to this Declaration as Exhibit 7. Respondent did not respond in writing to
my March 19, 2018 text message.

13. On March 21, 2018, I sent a text message to respondent, “Any word from
[Settling Party]?” A true and correct copy of my March 21, 2018 text message is attached to this
Declaration as Exhibit 8. Respondent did not respond in writing to my March 21, 2018 text

message.
3
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14, On March 22, 2018, I again checked in regarding the settlement payment from the
Settling Party. I sent a text message to respondent asking, “Did they step up with the transfer? If
not what are we doing next?” A true and correct copy of my March 22, 2018 text message is
attached to this Declaration as Exhibit 9. Respondent again avoided responding in writing to my
March 22, 2018 text message.

15. On March 23, 2018, facing financial burdens, I sent Respondent a text message
that I needed help and was worried. Respondent replied to my text message, stating, “Greg-don’t
worry. Let’s chat tmrw. We will figure this out. Michael.” A true and correct copy of my
March 23, 2018 text message exchange with respondent is attached to this Declaration as Exhibit
10.

16.  During this time period in March 2018, while Respondent did not respond in
writing to the texts described above, Respondent did orally assure me that he was working to
obtain the proceeds of the settlement agreement. Respondent stated that he had no idea what was
going on with the settlement payment. Respondent stated that he had spoken with counse] for
the Settling Party, and that counsel for the Settling Company was in disbelief that the Settling
Party had not made the initial $1,600,000 settlement payment. Respondent further stated that he
genuinely believed that counsel for the Settling Party did not know or understand why the
Settling Party had not made the payment. At some point during this time period, Respondent
informed me that another lawsuit would need to be filed in order to force the Setiling Party to
make the settlement payments.

17.  Given that I had relied on receiving my portion of the initial $1,600,000 payment
by March 2018, I was facing a dire financial situation. On April 2, 2018, I emailed respondent
asking for a loan. I was in the early stages of setting up two businesses and I told respondent that]
I was “out of pocket about 250k for both businesses.” A true and correct copy of my April 2,
2018 email is attached to this Declaration as Exhibit 11. During the evening of April 2, 2018, 1
sent a text message to respondent asking whether there was any word from the Settling Party

regarding the settlement payment. Later that same evening, 1 spoke with respondent on the
4
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telephone and respondent assured me on the call that he was working to make sure the Settling
Party would make the settlement payment as soon as possible. Respondent also agreed to
provide an advance of money to me while he was purportedly seeking payments from the
Settling Party. During the evening of April 2, 2018, I sent a text message to respondent stating,
“Thanks again for the call. Whatever you can do is appreciated.” Respondent replied to the text,
“All good. No worries.” A true and correct copy of my April 2, 2018 text message exchange
with respondent is attached to this Declaration as Exhibit 12.

18.  On April 3, 2018, I sent respondent a text message asking him whether he was
able to advance me “any amount if at all?” Respondent responded that that he could “probably
send a wire tmrw.” A true and correct copy of my April 3, 2018 text message exchange with
respondent is attached to this Declaration as Exhibit 13.

19. On April 5, 2018, I sent an email to respondent with my bank information in order
to allow respondent to make a wire transfer of $60,000, the money respondent had agreed to
advance to me. In the email, 1 also stated that I wanted to discuss my options for collections on
the Settling Party. A true and correct copy of my April 5, 2018 email is attached to this
Declaration as Exhibit 14. Shortly thereafter, I received a wire transfer of $60,000 from
respondent.

20.  On April 15, 2018, I sent another email to respondent asking him about the status
of the settlement money from the Settling Party. 1 also asked about steps to take against the
Settling Party if the money was not collected. I told respondent I needed a plan as soon as
possible as I was facing financial difficulties. A true and correct copy of my April 15, 2018
email is attached 1o this Declaration as Exhibit 15. Respondent did not respond in writing to my
April 15, 2018 text message.

21.  On April 22, 2018, I sent an email to respondent asking if the Settling Party
responded. A true and correct copy of my April 22, 2018 email is attached to this Declaration as
Exhibit 16. Again, on April 25, 2018, and April 26, 2018, I sent text messages to respondent

asking whether there was any word from the Settling Party. A true and correct copy of my April

5  —
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25, 2018, and April 26, 2018 text messages are cumulatively attached to this Declaration as

Exhibit 17. Respondent did not respond in writing.

22.  During the April 2018 time period, while Respondent did not respond to any of
my text messages in writing, he assured me over the phone and in-person that he was working to
force the Settling Party to make the settlement payment. This included his statements to me that
Respondent would be filing a separate lawsuit in federal court to force payment of the settlement.

23.  OnMay 7, 2018, I sent another email to respondent asking him what the next
actions were against the Settling Party. I also told respondent, “If [Settling Party] does not pay
soon I may need a little help in the next two weeks.” A true and correct copy of my May 7, 2018
email is attached to this Declaration as Exhibit 18.

24, OnMay 15, 2018, I sent an email to respondent explaining that since I planned on
collecting the settlement in March and had not seen any of it, I was losing credibility with my
other business ventures and my wife, and was now facing a difficult financial position. I asked
respondent, “Did {Settling Party] respond or pay? If no[,] what are we filing this week?” A true
and correct copy of my May 15, 2018 email is attached to this Declaration as Exhibit 19.
Respondent did not respond in writing to my May 15, 2018 email. Instead, respondent and I had
a telephone conversation wherein respondent agreed to provide another advance to me on the
settiement payment.

25. OnMay 22, 2018, I sent an email to respondent containing wire instructions for
an additional advance from respondent. On May 22, 2018, he responded, “Got it. Thanks.” A
true and correct copy of my May 22, 2018 email exchange with respondent is attached to this
Declaration as Exhibit 20.

26. On May 25, 2018, respondent advanced, or caused to be advanced, an additional
$30,000 to me.

27. On June 25, 2018, I sent an email to respondent containing a list of reminders for

the week, including a reminder about filing a lawsuit against the Settling Party for failing to pay

6
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the $1,600,000 due to me. A true and correct copy of my June 25, 2018 email is attached to this
Declaration as Exhibit 21.

28.  During this timeframe, respondent stated to me that whenever I needed an
advance of money, to let him know, and he would wire money to me, because the Settling Party
matter was not resolved and he did not know when it would be.

29. On June 27, 2018, respondent advanced, or caused to be advanced, an additional
$30,000 to me.

30.  OnJune 29, 2018, I sent an email to the office manager/paralegal at respondent’s
law firm, Eagan Avenatti, LLP, and asked for a copy of the signed settlement agreement, which
included the signatures from the Settling Party’s representatives. When I went to their office a
day or two later to get a fully executed copy of the settlement agreement, the office
manager/paralegal came into the room with a document, which respondent reviewed before the
office manager/paralegal handed it to me. The document respondent and the office
manager/paralegal gave me was a falsified copy of the fully executed settlement agreement,
which contained March payment dates.

31.  On August 15, 2018, I sent an email to respondent asking about initiating a
lawsuit against the Settling Party for failing to abide by the terms of the seitlement agreement
and failing to make the $1,600,000 payment. A true and correct copy of my August 15, 2018
email is attached to this Declaration as Exhibit 22.

32.  On September 10, 2018, I sent respondent an email with wire instructions for an
additional advance. A true and correct copy of my September 10, 2018 email is attached to this
Declaration as Exhibit 23.

33.  On September 11, 2018, respondent advanced, or caused to be advanced, an
additional $6,000 to me.

34.  On October 10, 2018, I sent respondent an email asking for an update on the

status of collecting the settiement proceeds from the Settling Party. 1 also asked for more

7 L .
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financial help, requesting an additional advance to “keep moving.” A true and correct copy of
my October 10, 2018 email is attached to this Declaration as Exhibit 24.

35. On October 14, 2018, I sent an email to respondent asking if the Settling Party
had responded and what the next steps were to ensure payment. [ stated, “It will be one year in
December and they will owe the second payment in March . . . Can we discuss a go forward
strategy till this is handled?” I also asked respondent for “a copy of the last thing that we filed.”
A true and correct copy of my October 14, 2018 email is attached to this Declaration as
Exhibit 25. Respondent did not respond in writing to my October 14, 2018 email.

36. On October 17, 2018, I sent a text message to respondent expressing to him that I
was in financial hardship and asked for another advance. A true and correct copy of my October
17, 2018 text message is attached to this Declaration as Exhibit 26.

37.  On October 19, 2018, I sent a text message to respondent asking him if [ could
borrow money. A true and correct copy of my October 19, 2018 text message is attached to this
Declaration as Exhibit 27. Respondent did not respond in writing to either my October 17, 2018
or October 19, 2018 text messages.

38. On October 22, 2018, I sent an email to respondent again stressing the financial
troubles I was facing. 1 told respondent that | was working on trying to get a loan from a third-
party and was trying to use the settlement agreement to secure it. [ again asked for an update on
the payment and what the next action steps would be. I also asked for copies of all the
paperwork related to the alleged filing against the Settling Party so that I could use it to secure a
personal loan. A true and correct copy of my October 22, 2018 email is attached to this
Declaration as Exhibit 28. Respondent did not respond to my October 22, 2018 email.

39.  On October 28, 2018, I sent respondent a text message again highlighting my dire
financial situation. On October 28, 2018, I sent respondent another text message again asking
respondent to forward the documents that had been filed against the Settling Party so that I could
use them to secure a personal loan. On October 29, 2018, I sent another text message to

respondent. On the same day, respondent replied that he would call me shortly. Later that same
8
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day, because I had not heard back from respondent, I sent respondent another text message.
Respondent replied, “Let’s chat in the am. Working on a solution.” I responded by again
stressing my financial difficulties. A true and correct copy of my October 28, 2018 text
messages, and a true and correct copy of my October 29, 2018 text message exchange with
respondent are cumulatively attached to this Declaration as Exhibit 29.

40.  On October 30, 2018, I followed-up with respondent by sending him a text
message that stated “any word.” Respondent replied that he was “making progress.” A true and
correct of my October 30, 2018 text message exchange with respondent is attached to this
Declaration as Exhibit 30.

41. On October 31, 2018, 1 sent a text message to respondent with wire information
for an additional advance. A true and correct copy of my October 31, 2018 text message is
attached to this Declaration as Exhibit 31.

42, On November 5, 2018, respondent made, or caused to be made, an additional and
final $4,000 advance to me.

43, Between April 5, 2018, and November 5, 2018, respondent “advanced™ me a total
of $130,000.

44.  Inthe latter part of 2018, | began searching for a creditor to loan me
approximately $100,000 in order to operate my business, using the settlement agreement and
promise by the Settling Party to pay as collateral. After respondent heard of my search for a
loan, he dissuaded me from seeking a loan from a third party, and instead promised me he would
be able to provide a loan of $100,000 by January 13, 2019, at an interest rate between 8-10%.
Respondent told me to “hang tight” until January 15, 2019, and “don’t ask again.”

45. On November 17, 2018, my new attorney Steven E. Bledsoe and I sent
Respondent a letter via email asking him to: (1) confirm any representations that respondent
made to me that the Settling Party had failed to make the initial $1,600,000 payment due under
the settlement agreement; (2) promptly provide a true and correct copy of the settlement

agreement and any fee agreement between respondent and me; and (3) provide an immediate

9
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accounting in the event that the Settling Party made the initial $1,600,000 payment provided in
the settlement agreement. A true and correct copy of our November 17, 2018 letter is attached to
this Declaration as Exhibit 32. After that letter was sent, Respondent made multiple telephone
calls to me. Respondent also sent an email asking me to call him as soon as I received the email.
A true and correct copy of respondent’s November 17, 2018 email is attached to this Declaration
as Exhibit 33. Additionally, respondent sent a text message to me asking, “What is this all
about? Pls call me ASAP.” A true and correct copy of respondent’s November 17, 2018 text
message is attached to this Declaration as Exhibit 34.

46. On November 19, 2018, my new counsel sent an email to respondent attaching a
letter from me requesting that he transfer all paper and electronic files to my new counsel. In my
letter, I also requested that respondent transfer the balance of any funds paid by the Settling Party|
to my new counsel. A true and correct copy of my November 19, 2018 letter to respondent is
attached to this Declaration as Exhibit 35. In the cover email, my new counsel provided
respondent with the wire transfer information. Respondent did not respond to my November 19,
2018 letter.

47.  OnNovember 21, 2018, at the request of my new counsel, counsel for the Settling
Party provided my new counsel with a true and correct copy of the fully executed settlement
agreement. Later that same day, my new counsel showed me the true and correct copy of the
fully executed settlement agreement that he had received from the Settling Party’s counsel, This
was the first time that [ had ever seen the true and correct copy of the fully executed settlement
agreement. The true and correct copy of the fully executed settlement agreement provides that
the initial payment of $1,600,000 was due by January 10, 2018, with the subsequent payments
due by January 10 of the following three years. The true and correct, though redacted, copy of
the fully executed settlement agreement is attached to this Declaration as Exhibit 36.

48. I am informed and believe that, subsequently, counsel for the Settling Party
provided my new counsel proof of the $1,600,000 payment that the Settling Party made on

January 5, 2018 to the client trust account specified by respondent. 1 am also informed and
10
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believe that counsel for the Settling Party confirmed with my new counsel that there were no
versions of the settlement agreement exchanged between respondent and the Settling Party that
included settlement payment dates in March.

49.  Respondent never notified me that on January 5, 2018, he received the initial
$1,600,000 settlement payment on my behalf from the Settling Party. In fact, respondent
concealed and failed to disclose to me that he had received the initial $1,600,000 settlement
payment from the Settling Party. Respondent has never provided me with an accounting
concerning those funds.

50.  1never authorized respondent to disburse any portion of my portion of the initial
$1,600,000 payment to any person or entity other than myself.

51. I never authorized respondent to use any portion of my portion of the initial
$1,600,000 payment for his own personal use.

52.  On January 3, 2019, the Settling Party and I signed an addendum to the settlement
agreement which provided that the Settling Party would pay all future payments due under the
settlement agreement to my new counsel’s client trust account. A true and correct copy of the
addendum to the settlement agreement is attached to this Declaration as Exhibit 37.

53.  During respondent’s representation of me, on August 16, 2018, I pleaded guilty to
a felony criminal charge of commingling of funds and a misdemeanor criminal charge of
operating without a contractor’s license. On September 18, 2018, I was sentenced to four years
of probation, which if successfully completed, would result in the felony criminal charge being
reduced to a misdemeanor. Respondent was fully aware of my pending criminal case, and, in
fact, advised me to plead guilty.

I declare under penalty of perjury under the laws of the State of California that the

foregoing is true and correct and that this Declaration is executed this 24 ™ day of May, 2019, at

Irvine, California. }? ? A {i

Gregoty Ba
i1

DECLARATION OF GREGORY BARELA




EXHIBIT 1



EAGAN AVENATTI LLP
450 Newport Center Drive, 2™ Floor
Newport Beach, CA 92660
(949)706-7000

July 2, 2014

ATTORNEY-CLIENT FEE CONTRACT (CONTINGENCY)
This ATTORNEY-CLIENT FEE CONTRACT (this “Agreement”) is the written fee contract that Califorma law
requires lawyers to have with their clients. It is between Eagan Avenatti, LLP (the “Attorney™) on the one hand
and Greg Barela and Eco Alliance, LLC (the “Client”) on the other.

1. CONDITIONS. This Agreement will not take effect, and Attorney will have no obligation to provide
fegal services, until Chent returns a signed copy of this Agreement.

2. SCOPE OF SERVICES. Client is hiring Attorney to represent Client in the matter of Client’s
affirmative claims relating to Client’s intellectual property rights in hardscape underlayment
processes/technology. Attomey will provide those legal services reasonably required to represent Client and
take reasonable steps to inform Client of progress and to respond to Client’s inguiries. In addition, Attorney
may at any time and at its discretion retain outside counsel, whose legal fees will be deducted from the fees
received by Attorney.

Attorney will represent Client in any court action until a settlement or judgment, by motion, arbitration or trial,
is reached, and in connection with any appropriate post-trial motions. Client and Attorney agree that any legal
services provided on behalf of Clent in connection with any appeal relating to Client’s claims shall be covered
by a separate agreement, the terms of which are subject to future negotiation.

3. CLIENT’S DUTIES. Client agrees to be wuthful with Attorney, to cooperate, to keep Aftorney
mformed of developments, to abide by this Agreement, andtopay bills for.costs.ontime.. %,

4. LEGAL FEES, COSTS AND BILLING PRACTICES. Attorney will recerve a contingency fee of
forty percent (40%) of the Recovery (defined befow).

"Recovery” will include any cash; the fair market value of any property, stock, note, partmership Interest,
carried interest, stock option, business accommodation or agreement, loan, and funding; and other
consideration received in connection with the settlement, judgment, or other resolutton of any of Client’s
claims as referenced above, inchiding but not limited to any jury award, arbitration award, award of attorneys’
fees, discovery sanctions, other monetary sanctions, and/or similar awards which an opposing party is required
to pay to Client.

If payment of all or any part of the amount to be received will be deferred (such as in the case of an annuity, a
structured settlement, or periodic payrments), the "Recovery” for purposes of calculating the Attorney’s fees,
will be the initial lump-sum payment plus the present value, as of the time of the binding resolution, of the
payments to be received thereafler. The attomey’s fees will be paid out of the initial lump-sum payment. If
the payment is insufficient to pay the attorney’s fees in full, the balance will be paid from subsequent paymenis
of the Recovery before any distribution to Client. ‘

Inn the event of discharge or withdrawal of Attorney as provided in Paragraph 10, Client agrees that Attomey
shall be entitled to be paid by Client, upon binding resolution of Client’s claims, whether by settlement,
judgment or arbitration award in favor of Client, a reasonable fee for the legal services provided by Attomney to
Client.




5. NEGOTIABILITY OF FEES. The rates set forth above are not set by law, but were negotiated
between Attorney and Client.

6. COSTS, DISBURSEMENTS AND EXPENSES. Attorney will advance all out-of-pocket litigation
and trial costs and expenses. “Costs and expenses” include filing and court fees, investigation expenses,
process fees, investigation fees, graphic art and filming fees, PowerPoint fees, computer animation fees, expert
fees, deposition costs, photocopying charges, mock trials or focus groups, jury fees, computerized research, jury
trial consultant fecs, telephone toll charges, travel costs, mail messenger and other delivery charges, postage
and any other necessary expenses in this matter. Client authorizes Attorney to incur all reasonable costs and to
hire any investigators, consultants or expert witnesses reasonably necessary in Attorney’s judgment. Upon
resolution or settlement of Client’s claims, Client agrees to fully reimburse Attorney from Client’s portion of
the Recovery that portion of the costs and expenses previously advanced by Attorney.

7. INSURANCE COVERAGE. Attorney maintains errors and omissions insurance coverage applicable
to the services to be rendered to client.

8. ARBITRATION. Any dispute arising under this Contract or in conmection with Attorney’s
services hereunder, including any claim by Client against Attorney for malpractice or other tort claim or
any dispute regarding attorneys’ fees, shall be resolved by binding arbitration before JAMS located in
Orange County, California. Such arbitration shall be conducted in accordance with the arbitration rules
and procedures of JAMS then in effect. Client acknowledges that he has been fully advised of all of the
possible consequences of arbitration inciuding but not limited to:

a. If a malpractice action arises from this Agreement, neither Client nor Attorney will have the right
to a jury trial.

b. Both parties retain the right te retain counsel to prepare their respective claims and/or defenses
for the arbitration hearing.

<. CHent can cheose or hire an attorney who may nof request or whose retainer agreement does not
contain an arbitratien provisien.

9. RELATED UNKNOWN MATTERS. Client represents that Client does not know of any related legal
matters that would require legal services to be provided under this Agreement. If such a matter anses later,
Client agrees that this Agreement does not apply to any such related legal matters, and a separate Agreement
for provision of services and payment for those services will be required if Client desires Attorney to perform
that additional legal work.

10. DISCHARGE AND WITHDRAWAL. Client may discharge Aftorney at any time, upon written
potice to Attomey, and Attorney will immediately after receiving such notice cease to render additional
services in a manner that avoids foresceable prejudice to Client. Such a discharge does not, however, relieve
Client of the obligation to pay any costs incurred prior to such tenmination, and Atiorney has the right to
recover from Client the reasonable value of Attorney’s legal services rendered from the effective date of the
Agreement (Paragraph 14) to the date of discharge.

Attorney may withdraw fror representation of Client (a) with Client’s consent, or {(b) upon court approval, or
(¢) if no court action has been filed, upon reasonable notice to Client

11.  LIEN. Client hereby grants Attorney a lien on any and all ¢laims or causes of action that are the subject
of Attorney's representation under this Agreement. Attorney’s lien will be for any sums owing to Attorney for
any unpaid costs or attorneys fees under this Agreement. The lien will attach to any recovery Client may
obtain, whether by arbitration award, judgment, settiement or otherwise. The lien created herein is considered
an adverse interest within the meaning of Rule of Professional Conduct 3-300 and requires Client’s informed
written consent. In accordance with that Rule, Attorney advises Client that it may seek the advice of an
independent lawyer of Client’s choice, and that Client need not sign this Agreement until it has had a reasonable
opportunity to seck that advice. By signing this Agreement, Client consents to the Attorney's Lien described

NG
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herein.

12. CONCLUSION OF SERVICES. When Attorney’s services conclude, other than by discharge or
withdrawal, all unpaid charges will immediately become due and payable. After Attorney’s services conclude,
Attorney will, upon Client’s request, deliver Client's file to Client, along with any Client funds or property in

Attorney’s possession.

13. DISCLAIMER OF GUARANTEE. Nothing In this Agreement and nothing in Attorney’s
statements to Client before or after the signing of this Agreement will be construed as a promise or
guarantee about the outcome of Client’s matter. Attorney makes no such promises or guarantees.
There can be no assurance that Client will recover any sum or swms in this matter. Attorney comments
about the outcome of Client’s matter are expressions of opinion only.

14. EFFECTIVE DATE AND AMENDMENT. This Agreement will take effect when Client has
performed the conditions stated in Paragraph 1. The date at the beginning of this Agreement is for reference
only. Further, this Agreement may only be amended by way of a writing signed by the Attorney and the Client.

“Afttorney”

EAGAN AVENATTI, LLP

Michael J. Avenatt

T have read and understood the foregoing terms and agree to them. By signing this Agreement, [ acknowledge
receipt of a fully executed duplicate of this Agreement.

“Client”

Greg Barela '
By: g /&Aﬁ {55\ pate: 178" |
~<J 7 \

Eco ABiance, L1.C 1

B /O "i( 3

y: ;
B

Date: - gm‘ﬁ
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This Confidential Settlement Agreement (“Agreement”) is entered into as of
December 20, 2017, by and between Greg Barela, an individual who resides at 2801
Alton Parkway, Apt. 402, Irvine, California 92606 (“Barela”), and_ -

place of business at Barela

and [l aze collectively referred to as the “Parties.”
Recitals
Barela and [l are parties in an arbitration p

Judge Boyd N. Boland (Ret) styled Greg Barela v.
I AG Arbitration No. 2015-1031A (the “Arbitration”).

before Magistrate

In the Arbitration, Barela asserted claims for correction of inventorship of U.S.
Patent No. 8,662,787, a declaration that Barela is a co-owner with of U.S.
Patent No. 8,662,787; trade secret misappropriation; and unjust enrichment.
disputed Barela’s claims.

On December 20, 2017, Barela and [JJl] agreed to a final compromise and
settlement of the Arbitration and all disputes between them. Specifically, the Parties
entered into a binding and enforceable agreement setting forth the terms and
conditions of their final compromise and settlement, and further agreed to enter into
a formal written agreement by December 29, 2017.

This Agreement formally sets forth the terms and conditions of the Parties’
agreed-to final compromise and settlement of the Arbitration and all disputes
between them.

Definiti

For purposes of this Agreement, the following terms have the following
meanings:

i 8 A Party’s “Affiliate” means an entity or individual that Controls, is
Controlled by, is Controlling, or is under common Control with respect to the Party.

2. “Asserted Trade Secret” means: All trade secrets that were or could have
been asserted by Barela in the Arbitration, including but not limited to the Paver
Invention.

3. ‘I Patent Rights” means: (a) U.S. Patents Nos. 8,662,787;
8,827,590; 8,967,905;-D645,169; 8,236,392; 8,353,640; D637,318; and 7,244,477; and



(b) all provisional applications, parent applications, continuations, continuations-in-
part, divisionals, extensions, renewals, substitutions, reissues, reexaminations, inter
partesreviews and foreign counterparts of any of the patents identified in (a).

4. “Control” (including, with correlative meanings, “Controls,” “Controlled
by” and “Controlling”) means the power to direct or to cause the direction of the
management and policies of an entity or an individual, directly or indirectly, whether
through ownership of voting securities, by contract, or otherwise. With respect to a
corporation, limited liability company, partnership or other entity, control includes
direct or indirect ownership of at least fifty-one percent (51%) of the voting stock,
limited liability company interest, partnership interest or other voting interest (or

equivalent interest) in such corporation, limited liability company, partnership or
other entity.

5.  “Released Products” means: All products involving any of the [l
Patent Rights created, designed, made, used, offered for sale, distributed, sold, or
imported by, for, or under license from [Jij or any predecessor, Successor or
Affiliate of Released Products include, but are not limited to, Underlayment
products sold under the name PaverBase®.

6.  “Successor” means a Third Party that: (a) acquires substantially all the
assets of either Party; or (b) acquires all or a portion of I business relating to
the [} Patent Rights and/or the Released Products; or (¢) results from a
reconstruction, amalgamation, merger, consolidation or reorganization of or with

7. “Third Party” means any entity or individual other than Barela or

8. “Underlayments” means underlayments for use with pavers, patio
stones and other paving elements for pedestrian and/or vehicle traffic.

W ties and ntations

9. Barela, on behalf of himself and his predecessors and Affiliates,

warrants and represents that he has the authority to enter into and be bound by this
Agreement.

10. Barela, on behalf of himself and his predecessors and Affiliates.
warrants and represents that he is unaware of any claim by a Third Party against

I r<lated to the Asserted Trade Secret, the [JJJll Patent Rights or the Released
Products.



11. [ on bebalf of itself and its predecessors and Affiliates, warrants

M ‘and represents that it has the authority to enter into and be bound by this Agreement.

Payments to Barela

12. [ will pay the total sum of One Million Nine Hundred Thousand
U.S. Dollars (USD 1,900,000} to Barela as follows:

a. The sum of One Million Six Hundred Thousand U.S. Dollars
(USD 1,600,000) will be paid by ] tc Barela on March 10,
2018; and

b.  The sum of One Hundred Thousand U.S. Dollars (USD 100,000)
will be paid by [l to Barela on March 10, 2019; and

c. The sum of One Hundred Thousand U.S. Dollars (USD 100,000)
will be paid by [l to Barela on March 10, 2020; and

d. The sum of One Hundred Thousand U.S. Dollars (USD 100,000)
will be paid by [JJi] to Barela on March 10, 2021.

13. The payments specified in paragraph 12 are subject to Barela’s
(including his predecessors, Successors, assigns, heirs and Affiliates) ongoing
compliance with the Agreement.

14. Each of the payments specified in paragraph 12 shall be made by wire-
transfer to a trust account specified in an email from Barela’s counsel (Michael
Avenatti) to [l counsel (David Sheikh) on or before January 3, 2018.

Waiver and Releases

15.  Barela, on behalf of himself and his predecessors, Successors, assigns,
heirs and Affiliates, hereby waives, releases and forever discharges all claims to any
rights or interest in or to the [l Patent Rights and the Released Products
including, without limitation, the ability or right to challenge, directly or by assisting
a Third Party, to the inventorship, validity or enforceability of any of the [JJJjjj Patent
Rights, including any lawsuit, protest, opposition, interference, post-grant review,
reexamination, inter partes review or the like in any court or governmental agency
anywhere in the world.

16. Barela, on behalf of himself and his predecessors, Successors, assigns,
heirs and Affiliates, hereby releases [ including its predecessors, Successors,
assigns, heirs and Affiliates, from any and all claims, liabilities, demands and causes
of action, whether or not now known, suspected or claimed, which Barela ever had,

3



now has or claims to have, regarding the [JJJJl] Patent Rights and/or the Released
Products, including any such claims that were or could have been asserted in a court;
in the Arbitration, or in any other proceeding.

17. | on behalf of itself and its predecessors, Successors, assigns, heirs
.and Affiliates, hereby releases Barela, including his predecessors, Successors,
assigns, heirs and Affiliates, from any and all claims, liabilities, demands and causes
of action, whether or not now known, suspected or claimed, which [JJJli] ever had,
now has or claims to have, regarding the ] Patent Rights and/or the Released
Products, including any such claims that were or could have been asserted in a court,
in the Arbitration, or in any other proceeding.

Confidentiality

18. The Parties hereby agree that this Agreement and its terms and
conditions are and will remain confidential. The Parties further agree that they will
not disclose, provide, or produce this Agreement or its terms and conditions publicly
or to any Third Party. If a Party is asked about the outcome of the Arbitration, such
Party cannot disclose the existence of this Agreement or the Agreement’s terms and
conditions. The Parties shall only disclose that the dispute between Barela and [}
has been resolved. Notwithstanding the foregoing:

a. Either Party may disclose this Agreement to its attorneys and
accountants provided that such attorneys and accountants are
bound by confidentiality obligations commensurate with this
provision.

b. Either Party may disclose this Agreement and its terms and
conditions as may be required by law, regulation, subpoena, or
order of an arbitrator, a court, or other adjudicator of competent
jurisdiction. If this disclosure is made during the course of
litigation, the disclosure must be limited to the litigating parties’
outside counsel and the arbitrator, court, or other adjudicator of
competent jurisdiction.

C. Either Party may disclose this Agreement and its terms and
conditions to the extent necessary to enforce this Agreement
before a court or other adjudicator of competent jurisdiction.

d. | may privately state and confirm the fact that all disputes

between [JJl] and Barela have been resolved in the context of
confidential discussions with its business partners and suppliers.

4



e. Bl 2y disclose this Agreement and its terms and conditions
to its contract manufacturer/supplier, JSP, its professional
advisors, its board of directors, released Third Parties, and
existing and potential investors, acquirers and purchasers,
provided that such entities or individuals are bound by
confidentiality obligations commensurate with this provision.

The Parties acknowledge and agree that this confidentiality provision is a material
term of this Agreement and that a failure to comply with it constitutes a material
breach of this Agreement. The Parties agree that it would be impossible, impractical
or extremely difficult to fix the actual damages suffered by reason of a breach of this
provision, and accordingly hereby agree that One Hundred Thousand U.S. Dollars
(USD 100,000) shall be presumed to be the amount of damages sustained by reason
of each such breach, without prejudice to the right of the non-breaching Party to also
seek injunctive or other equitable relief, if appropriate.

Non-Di ment

19. Each Party (including each Party’s respective officers, directors,
employees, predecessors, Successors, assigns, heirs and Affiliates) agrees not to make
any false, negative, critical or disparaging statements, implied or express, written or
oral, concerning the other Party (including the other Party’s officers, directors,
employees, predecessors, Successors, assigns, Affiliates and licensees) or the
products, services or business operations of the other Party (including the other
Party’s predecessors, Successors, assigns, heirs, Affiliates and licensees). Each Party
(including each Party’s respective officers, directors, employees, predecessors,
Successors, assigns, heirs and Affiliates) further agrees to do nothing that would
damage the business reputation or good will of the other Party (including the other
Party’s officers, directors, employees, predecessors, Successors, assigns, heirs,
Affiliates and licensees); provided, however, that nothing in this Agreement shall
prohibit either Party’s disclosure of information that is required to be disclosed in
compliance with applicable laws or regulations or by order of an arbitrator, a court,
or other adjudicator of competent jurisdiction. For the avoidance of doubt, this
provision prohibits Barela (including his predecessors, Successors, assigns, heirs and
Affiliates) from asserting, stating, or suggesting that Barela is an inventor or joint
inventor of any of the [JJJJl] Patent Rights, that the [JJJl] Patent Rights or the
Released Products use or incorporate any trade secrets or other intellectual property
of Barela, that Barela contributed in any way to the [JJJJli]l Patent Rights or the
Released Products. or that Barela has any rights or interest in any of the
Patent Rights or the Released Products. The Parties acknowledge and agree that this



non-disparagement provision is a material term of this Agreement and that a failure
to comply with it constitutes a material breach of this Agreement. The Parties agree
that it would be impossible, impractical or extremely difficult to fix the actual
damages suffered by reason of a breach of this provision, and accordingly hereby
agree that One Hundred Thousand U.S. Dollars (USD 100,000) shall be presumed to
.be the amount of damages sustained by reason of each such breach, without prejudice

to the right of the non-breaching Party to also seek injunctive or other equitable relief,
if appropriate.

Resolution of the Arbitration

20. Upon execution of this Agreement by both Parties, the Parties will
voluntarily dismiss, with prejudice, all claims and defenses made against each other
in the Arbitration. Each Party will pay its own fees, costs, and expenses, including
attorneys’ fees. Each Party will have the right to apply to the Judicial Arbiter Group,

Inc. for a refund of its share of the arbitration fees that were deposited to reserve the
Arbitration hearing dates.

Notices

21. Any notices required by this Agreement shall be made by email and
express mail delivery or courier, signature required, postage pre-paid as follows:

or For Barela:

Greg Barela

c/o Michael Avenatti, Esq.

520 Newport Center Drive
Suite 1400

Newport Beach, CA 92660
Email:
mavenatti@eaganavenatti.com

With a copy to:

David J. Sheikh

Lee Sheikh Megley & Haan

111 West Jackson Boulevard, Suite 2230
Chicago, Illinois 60604

Email: dsheikhitleesheikh.com




anegus

22. Nothing in this Agreement shall be deemed to create or constitute a

partnership, agency, employer-employee or joint venture relatienship between Barela
and

23. The Parties acknowledge that they were represented by their respective
counsel in connection with their settlement and this Agreement. This Agreement

shall be interpreted according to its fair construction and shall not be construed
against either Party.

24. This Agreement represents the entire agreement between Barela and
B «ith respect to the subject matter of this Agreement, and supersedes all prior
agreements, proposals, or understandings, whether written or oral, between Barela
and [l This Agreement may not be modified, changed, amended, supplemented
or rescinded except pursuant to a written instrument duly executed by Barela and

25. Neither this Agreement nor any of the rights, interests or obligations
hereunder shall be assigned or transferred by any Party without the prior written
consent of the other Party.

26. This Agreement is governed by, and construed in accordance with, the
laws of the State of Colorado.

27.  If any provision or portion of a provision of this Agreement is held by an
arbitrator, a court, or other adjudicator of competent jurisdiction to be invalid under
any applicable statute or rule of law, such arbitrator, court or other adjudicator is
authorized to modify such provision to the minimum extent necessary to make it
valid, and the remaining provisions or portions of provisions of this Agreement shall
in no way be affected or impaired thereby.

~ 28. This Agreement may be executed by Barela and [JJJl] in separate
counterparts and exchanged electronically, with the same effect as if Barela and
had signed the same instrument.

Barela and il hereby acknowledge their agreement and consent to the
terms and conditions set forth above through their respective signatures by a duly
authorized representative of each party:



GREG BARELA

Date:

President

its:

28 Dec 2017
Date:
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1R Good morning. | was just thinking
. isthis a big day from our friends

at

Hi Michael. Here is my account

~information for the wire. | would
- like to use the conference room a

few times this week. what is your

schedule like because | would

like you for at least one of the big

meetings with the White Cap guys
and the roofing company. At least

~ just show your face say hi shake

~ hands and then you can go if that's
~ okay. | know you're super busy so

- I'mtrying to work it all out | have the
guys in town from Colorado from the |

roofing company . Thanks

&y

‘4o

Batch 1 Text Messages

mmwmmmm@ﬁw S
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~ from I Let me know good luck

When are you hom

- Just checking in to see how your
~ weeks looking? I'm goingto do a

- call and | wanted to see if you could
~ get on it with us in the team just
. to get caught up. I'm going to put
- together the agenda is there any
~ time you could squeeze Us in before
Friday? Also any word on that wire

with all going on.

Hi Michael just checking in on the
|l issue I've been going pretty

loan to keep both busmesses goi
Any updates? ’

Batch 1 Text Messages
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~ from I Let me know good luck

When are you hom

- Just checking in to see how your
~ weeks looking? I'm goingto do a

- call and | wanted to see if you could
~ get on it with us in the team just
. to get caught up. I'm going to put
- together the agenda is there any
~ time you could squeeze Us in before
Friday? Also any word on that wire

with all going on.

Hi Michael just checking in on the
|l issue I've been going pretty

loan to keep both busmesses goi
Any updates? ’

Batch 1 Text Messages
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. Good morning Michael I'm going
to be sending you an email in a
moment with a couple meetings
we need to set up. We need to talk
about the entity and a few other
things as well. | want to talk to you
about the intellectual property and
review the possibilities I've got some
input on that from a few people.

- Also want to make sure we're
- aggressive with [l this week

let me know if you hear anything
thanks. PS don't forget | have Kenny
Thompson tomorrow.

| know you're busy. But will try you at
-7 my time as discussed. Thanks. G

2 L E A A
VORAeT o ELEne
i

Batch 1 Text Messages
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Good evening Michael. Any word

~ from I

~ Michael is there an empty office |
~ could use tomorrow instead of the
- conference room there's just two
- of us | wanted to be a little more
- intimate and make it look a htﬂe
N stronger for me? | -

It would only between 11:30
and 12:30.

_ Yes - Judy can assist.

Batch 1 Text Messages
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. tomorrow. Good luck this weekend
-~ with 60 minutes. We are going to

- T know you're busy but checking
in on il Did they step up
- with the transfer? If not what are
~we doing next? Hope all is well.

- Thanks Michael. |

Watching everything unfold. Big
stuff. Great meeting today and 3
will send you a few cool things

. have a watch party for you here at

~ my home. This is so big with QX.
~ You are doing great job and keep it
up. When can we talk again? Let me
know what works for you.

Thanks again for all your support.

Greg

Batch 2 Text Messages



EXHIBIT 10



- We need to talk. Let me know
. what works.

Need help

Going to be in big shtt in the
-~ next10 days

~ Can | call you tomorrow? | am
- SO0 worried.

~ Meaning | am going to be in big shit.
| am very worried.

st

Greg - don't worry. Let's chat tmrw.
ﬁ We will figure this out. Michael

Batch 2 Text Messages
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- rom: Greg Barela

jent: Monday, April 2, 2018 1:26 PM
To: Michael J. Avenatti

Subject: Thanks!

HiMichael,

Thanks again for faking the fime to meet! | talked with Tallie my wife and if we can get 112k that

would be best if possible for the next 60 days. But what ever you can do is great. | am putting another
8k today "and need 10k right after for the new biz. | am out of pocket about 250k right now for both
businesses. | have about 40k due to Waypoint and | am working on coltections. Most of it is on credit
cards and minimum payments are huge. | am working on the rest of the information for the formation
of the company and the equity for the team. Things are really moving fast and we need to get setup
as soon as possible. 1 will have projections and the plan by the end of the week.

To-Do's:

I. Setup new corp.

2. Equity partners list. Need to discuss how vesting works and %%

3. Capital required for start 2 mil. If it is going to take more then 24 months then more cash will be
required and depending on our direction we need to discuss. But we must move quickly.

~or wire:

Bank of America
Waypoint PPG, LLC

Routing: 0246509593
Account #: 6040

Best regards,

Greg Barela
P49-769-1679
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Good evening. Sent you an email.
Things are progressung qu:ckly Are

- word from -

Thanks again for the call. Whatever
you can do is so appreciated. It
is going back into the business

- andlam so happy to have you as
. part of us. G |

. All good. No worries

Batch 2 Text Messages
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 Last note for the day. Are you able ?
to wire me any amountifatall?lam

trying to keep things moving best
as as possible. I will have a update
email to you in Two days and will .
try only to hit you up every 3 days
~ as needed in email. | feel bad to |
- bother you with as busy as you are.
- Thanks Michael.

1 I can probably send a wire tmrw

Thank you and sorry to trouble you.

~ Wire happing? Let we know when
. you can? In a little trouble come
~~ Friday. Thanks. G

Batch 2 Text Messages
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Gmaéé Greg Barela <gregabarela@gmail.com>

wire and [l

1 message

Greg Barela <gregabareia@gmail.com> Thu, Apr 5, 2018 at 9:16 AM
To: Michaet Avenattt <mavenatti@eaganavenatti.com>

Michasl,

! made commitments after our meeting on Saturday and commsmng 50k that Monday or Tuesday. | am going to.be in trouble by
Friday. Please make this happen today. 1 also would like to discuss my options for collections on I

For wire:

Bank of America
waypoint PPG, LLC
Routing: 026009593
Account R 40

Greg Bareia
949-769-1679
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“ From: gregh@quixsupply.com

Sent: Sunday, Aprit 15, 2018 7:50 AM
To: ‘Michael J. Avenatti’
Subject: Sunday call

Good morming Michael,
Here are a few things to discuss.

Michael Avenatti:
Old business:
1. status of N )
2. Next actions if not collected. {Need a plan as fast as possible. 250k out of pocket based on
setliement.) 1 am good for 60 days form time of advance on cash flow now.
QuiX Supply
1. Corporation status?
2. Equity plan and vesting strategy with %%
Michael Avenatti
Steve Ross
Jason Schneider
John Baisz
Rick Armstrong
Brian Newberry
g. Allen Wong
3. Investment strategy? | have several options, but | think you have an idea of what we should
do? Finical plan will be complete shortly and it appears 1o be 2 mil. We need to engage
Sparké asap.
4. Meeting with IP lawyer? This is supper important.

"0 0000

My Upddates;
- Business plan aimost complete
- Financial aimost complete
- Test App complete

Important meetings and relationships underway:
SoftBank — Steve Spohn

Thompsons — Kenney Thompson

Plastic Cash international — Brian Newberry

CW Driver — Karl Kreutziger

Sparké - Team

The Biue Book - Richard Johnson

Jeff Wallace - Bay area seed investor

Brian Etter — President of HD Supply
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- mforomi gregb@quixsupply.com

Sent: Sunday, April 22, 2018 2:15 PM
To: 'Michael J. Avenatti'

Subject: RE; Sunday call

Hi Michael,

| know how busy you were last week and figured | would wait till the weekend to checkin.
| have 4 things to check in on:

- Did Il respond?
Next action if not?
Status of QuiX Corp. Set up yet?
IP lawyer available for a discussion?

BN

Thanks and good luck with all underway.

Greg

From: Michael J. Avenatti <mavenatti@eaganavenatti.com>
Sent: Monday, April 16, 2018 1:44 AM

To: gregb@quixsupply.com

Subject: Re: Sunday cali

Morning Greg. ! can chat this am around 8 your time. Good?

Michael J. Avenatti, Esqg.

Eagan Avenatti, LLP

520 Newport Center Drive, Ste. 1400
Newport Beach, CA 92660

Tel: {945 706-7000

Fax: [948) 706-7050

Cell: (349) 827-4118
mavenatti@eaganavenatti.com

The preceding email message (including any attachments) contains information that may be confidential, protected by
the attorney-client or other applicable privileges, or constitutes non-public information. it is intended to be conveyed
only to the designated recipient(s). If you are not an intended recipient of this message, please notify the sender hy
replying to this message and then delete it from your system. Use, dissemination, or reproduction of this message by
unintended recipients is not authorized and may be unfawful.

On Apr 16, 2018, at 12:58 AM, "zregb @auisuonly.com® <gresb@aubsupoly. com> wrote:

When is a good time to call tomorrow?
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Eh Any word from [JJjjij today?
G | -

- I know you're so busy but wanted
- to check in and see if - |
responded?

~ Are you back this week? Wanted to
~ visitif you are. If not when would be
~agood time to talk? | would like to
have the team on a call to bringyou | -
up to date on all activities. Yourin- -
volvement helps me keep them con-
fident that things are progressmg
__ Thanks and happy hunting!

Batch 2 Text Messages
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Grﬂ Barela . -

“from: Greg Barela
Jent: Monday, May 7, 2018 6:36 PM
To: ~ Michael J. Avenatti
Subject: action list
Hi Michael,

Here is the short list:

- |l next action,

- Status of QuiX Comp

- Equity pian and vesting sirategy with %2
o Michael Avenatii

Steve Ross

Jason Schneider

John Balsz

Rick Armstrong

Brian Newbermy

Allen Wong
o Jon Freeman

- Cash partner for investment.

- [P iawyer. ASAP

- Meeting with Citi Bank and Master Card.

- Business plan almost compiete

- Financigal aimost complete

- Test App complete

Qo o o 0 0O

{ am scheduling a meeting with the team on Thursday. | would like 10 minutes of your fime then.
Workmg on scheduling the credit card meeting and will keep you posted. | f- does notpay soon
{rmay head o liffle help in the next two weeks.

Thanks for everything as always!

Best regards,

Greg Barela
P49-769-1679

"Proudly Representing”
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Greg Barela N _

~Erom: Greg Barela
fent: Tuesday, May 15, 2018 5:44 PM
fo: Michaei J. Avenatt
Subject: Let’s talk as soon as you canl
Attachments: App Flow.pdf
Michael,

I'will be quick with my message because [ know you are on d crazy schedule. | do need to ﬁgure out
how to proceed on mcmy fronts Qﬂd lam iosmg credibil ity with my team and wife.’As discussed |
thought and pianned on us havmg coiiecfed the - setilement in May.Solamina bad possﬁon

NOW.: dc:: Gpprec iate’ ihe advance butiam, going fo be in trouble on the 1sL.of June. ! made
commitmentis based on the seﬁiemen‘? date, | am funding both business and holding on by o shoe
string. Please let me know where we are with the following:.

1 Did il rsspond o pay?
2.4 no what are we filling this week®

QuIX:

IP need this meeting this week or first of next week. Please find the attached.
Corporation set up and appointment of corporate officers? Need paperwork for Rick.
Equity plan and agreements?2

Capital investment on the raise.

Your date for the Citi Bank meeting middle of June?

Conference call with the team and or meeting?

A A e

The business plan is being put in a magazine format with the financials. You are going to be very
surprised on the orogress and | belileve very impressed.

{ wish you the best and locok forward 1o getting this donel
Best regards,

Greg Bareia
949-769-1679

: sl

roudly Representing”

-
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" from: Michael ). Avenatti <mavenatti@eaganavenatti.com>

‘ent: Tuesday, May 22, 2018 2:07 PM
To: Greg Barela

Ce: Judy K. Regnier

Subject: Re: Wire

Got it. Thanks.

Michael J. Avenatti, Esq.

The praceding email message (including any attachments) contains information that may be confidential, protected by
the attorney-client or other applicable privileges, or constitutes non-public information. it is intended to be conveyed
only to the designated recipient(s). If you are not an intended recipient of this message, please notify the sender by
replying to this message and then delete it from your system. Use, dissemination, or reproduction of this message by
unintended recipients is not authorized and may be unlawful.

On May 22, 2018, at 1:55 PM, Greg Barela <greg@waypgintpoeg com> wrote:

Hi Michael,

I will be pUtiing an'emait togetheron our meeting to follow up on. But | wanted to give
you new wire instructions for the 40k,

Talitha A Barela

BofA

Routing #: 026009593

Account #: ||| GG 32

Thanks!

Best regards,

Greg Barela
P49-769-1679

<image008.jpg>
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troms gregb@quixsupply.com

Sent: Monday, June 25, 2018 4:49 PM
To: ‘Michael J. Avenatti’

Ce: 'Judy K. Regnier’

Subject: Greg Barela list

Per our discussion and your request here is the list of reminders for the week:

Advance on Tuesday for 30k. Judy same account as last time. Thanks!
Review list for equity and plan. Sent over the weekend.
- | filing for Tuesday. 1.6 million due.
IP meeting asap.
Meeting with you and Brian Newbeiry as soon as you can. QuiX new President.

AL -

 hope to chat the next few days to review the short list.

Thanks!

Best regards,

Greg Barela
949-769-1679

SR
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“rom: gregb@quixsuppiy.com
k- Wednesday, August 15, 2018 6:02 PM
. - 'Michael ). Avenatti’
Subject: Greg Barela List. Tomorrow is my big scary day!
Hi Michael,

Tomorrow is my day in court and | will keep you posted. | am nerves but will have my wife call you if it
goes bad.

Here is the list we discussed:

Old business:

B fiing you said would happen Wednesday. Yes orNo2
t am short 14k for this week. | borrowed 80k and have a short period of fime to pay back. Can
vou help me with the 142 This is the hotiest one for me.

Staff agreements.

The money raise with Wags.com. Any updates?

Beta test contractor agreement,

| have a very powerful CEQ/President meeting with me next week. She wants to discuss
running the business as our President. Meet Nina: i //ninasimosko.com/biog/about/

Do/ feraew soorkolughals o/ awesome-wornan/ningsimasko .

Her Husband name is Jeff Wallace. He will be on the BOA and is setting up a meeting next
week with the CTO of intuit {QBO} for me. One of his best friends. His other BFF is Steve
Woznickl. | want you at the dinner if possible.

Please schedule meeting with Deirdre Lves schedule with you in NY. Waiting on MOU.

My Team is leaving for Brazii on Surday. We should have the meeting set with Carlos Slim ir NY
in 5 weeks.

I meet with Vicenta Fox's team Thursday afternoon. They want a face to face with us the next
month. ! will make sure you are there if it is possable.

The next few weeks we need the foilowing:

Privacy statement
Terms and conditions

Thanks!

mBest regards.

¢ jBareld
P49-769-1679
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gregb@quixsupply.com

.. From: gregh@quixsupply.com
<ent: Monday, September 10, 2018 12:08 PM
o: ‘Michael J. Avenatti’
Cec: ‘ludy K. Regnier’
Subject: Wire
Hi Michael,

| really need the help on this wire as discussed. Please let me know when it happens today.
Talitha A Barela

BofA

Routing #026009593

Account _3137

Thanks!

Best regards,

Greg Barela
P49-769-1679
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e gregb@quixsupply.com
% Wednesday, October 10, 2018 2:13 PM
‘Michael J. Avenatii’
Subject: Need some heip

Michaesl,

I 'was hopmg to have an update on [l and get ourmoney. Do you have an Updane" Bu’r know

things fake longer then we want sometimes. | need around 8k fo get current and keep moving. Can
vou help with this till we have an update?

Thanks and hope you can help!

Greg
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o gregb@quixsupply.com

at Sunday, October 14, 2018 7:39 PM
To: ‘Michael 1. Avenatti’
Subjact: Action list
Hi Michael,

Here is the list of tems to discuss:

Personal:

1.

QuiX:
. Paperwork on Ricks email? Where are we with this and con we help?

2.
3.

{amin need of 8k csap if fhls could hcppen Monday it would give me a little more time. |
need g total of 27k betwesn now and Jan 1 1o keep things moving. less the 8k. 1am worki ng
ong few other things but the 8k is needed now. { am fundtng this thing on my own because i -
thought we would have [l in hand by now. Once again alesson for me. Don’t count your
chickens!

- did they respond? If not what is our next action? It will be one year in December.and
they will owe the second pﬁyment in March. Are we still deoilng with Judge Bovyd Boland and .
Dcwd She kh% Can we discuss a go forward s’troiegy il this is handled?

Can you'send me & copy of the last thing that we filed?

a. We would like to discuss separating the two companies. One for the app and the
second for the credit card. | will explain when we falk.
Raise package for Eric Schmidt: You should have two emails o choose from.
Steve Ross and my involvement together with the order from the court. Please review email.

Meetings coming and hopefully you can call in or be there:

1.
2.
3.
4.

Calf with John at [P capital.

Carles Skms feam. NDA anytime to follow.
Nina Simasko and Jeff Waliace.

Lee Stein. It looks like Monday for a call.

Thanks and look forward to talking!

Bast regards.

Greg Bareia
P49-769-167%
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~ ourteam fly in and they had a big

~ On apersonal note | am going to
and very worried. If you can help
- here is the data.

- Talitha Barela

m%@‘ TR
PWLGET o Pl el e
o F s

%f
4
&

- Hi Michael,
- Just finished a call with wirecard.

~ They want to start press releases
but | said we are not ready. We had

T

~group there. It was a big deal. It
could not have gone better.

be in trouble tomorrow with my
cash. | am very scared. lam all in

B of a
Routing
026009593
Account

3137.

Let me know if you can help?
Thanke 3

Batch 4 Text Messages
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- Thank you. Last question for the
weekend any idea if you're able

- to help with the cash I'm trying to
- borrow some money and want to
- see if you're able to help or not?
Thanks let me know. |

:
I

o

i

£

&

Bt

P

Hey Michael I'm meeting Lee Stein

tomorrow at 5 Larry Page and Eric

- Schmidt are part of this group want
~ to talk to you about that thanks bye.

It's called The Vision circle is there
group that support the xprize

~ that I'm going to be at dinner with
- tomorrow.

Batch 4 Text Messages
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gregb@quixsupply.com
Monday, October 22, 2018 5:36 PM
I ‘Michael J. Avenatti’
Subject: List
Attachments: QuibSupply Inc corp work needed before seed funding

Michael,

I was wcmng for your call and | know you get busy I send updci‘es like this so you don't have to dig
up old emails. | know your under pressure so let's discuss what you can or can’t dog | fold the team
we would have paperwork for them by Wednesday as you said. Can you give me an update to your
situation so | can help if possible. QuiX really is going to go one way or another and could help us
both financially. | have & few ideas for you and | fo discuss privately.

| justso you know L.am in rea! financial frouble and am ‘working on ’rrymg to get anotherloan. ! am
trying to use the - ogreemen’r to secure it. | need 1o know that we redlly have the abllity to
collect and timing to the best of you opinion.

Here is the of the updated list to discuss:

Personal:’
1. taminneed of 8k os discussed asap. ! need a fotal of 27k.
2. W did they respond? If not what is our next.action? Are we still dealing with Judge Boyd
Bolond and David Shei khe
3. inead copies of the all the paperwork of whatever we have done on - on ony fillings.
Can you have Judy email me or | can come by and pick them up this week. | need them if |
am going to get aloan.

QuUIX:

1. Paperwork on Ricks emaile | attached the email.

a. We would like to discuss separating the two companies. One for the app and the
second for the credit card. | will explain when we taik.

2. Raise package for Eric Schmidt. You shouid have two emails to choose from. Let’s discuss Lee
Stein endorsement for Xprize.
Steve Ross and my involvement together with the order from the court, Please review email.
Approval of Wirecard press reiease.
Friends and family round.
Cartos Slim’s teams NDA.
Doordash.com merchant agreement. We need our own ke this.
Call with John at IP capital.
Meeting with Nina Simaske and Jeff Wallace.

W0 ONO W

Let me know what time we can talk Tomorrow.
Thanksi

¢ Tregards,
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Last question I'm in deep s*** as far
as the cash is concerned. | need 8K
- by Tuesday or I'm in deep s***. Any
- luck on helping get that loan for the
- bigger money and or helping with a
smaller money?

L know the other loan is not a good
deal but | am desperately needing
- it. Can you please forward what we
~ filled on |l in the morning. | need
it to secure the loan. Thanks

% :
e
E
B
B

Hey Michael it's Greg just trying you
- backas dlscuss thanks.

PN g PYh R G R e
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- 1 will call you back shortly.

. Probabout2hrs -

Checking back.

§ Let's chat in the am. Working on
a solution. S

I need it by Wednesday at the la
Or my life goes upside down. |

Batch 6 Text Messages

B ~ Thanks. Talk soon. G |
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I need it by Wednesday at the latest.
‘Or my life goes upside down. |
need this [l thing done. Please
- please please help me button
. this thing up. G

! R
.o . £ X

Checking in. Any word? Thanks. G

. Yes. Update at 3

N T R P P
% MO o ITieEssa0e
O S

Batch 6 Text Messages
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S - Can we do 3:30 instead of 4:30?

| think so.

- Thanks for the time today. Look
forward to talking tomorrow. G

Hi Mike,

Here is the account for the 8k.
Thanks again. G

- Talitha Barela

-~ Bofa

- Routing
026009593

Batch 6 Text Messages
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LARSON-O’BRIEN e

Steven E. Bledsoe
Direct: 213.436.4866
Email: sbledsoe@@larsonobrienlaw.com

VIA EMAIL
November 17, 2018

Michael Avenatti, Esq.
Michael Avenatti & Associates, APC
Eagan Avenatti, LLP

Re: Confidential Setttement Agreement - Barela v. [JJJJl] USA, LLC
Dear Mr. Avenatti:

Our firm has been engaged by Gregory Barela in connection with his efforts to collect the
proceeds due him pursuant to the terms of the Confidential Settlement Agreement
executed by Mr. Barela and [JJJJjJ Il L. LC on December 28, 2017 (“Settlement
Agreement™).

We understand that Mr. Barela has been advised by you that |} Il did not make the

initial $1.6 million payment due under the terms of the Settlement Agreement. We request
that that you provide written confirmation of [l Il failure to make such payment.

We further ask that you promptly provide us with a true and correct copy of the Settlement
Agreement and any fee agreement that you have with Mr. Barela.

Finallv. in the event |} Il made the initial $1.6 million payment provided for by the
Settiement Agreement, we ask that you provide an immediate accounting concerning such
funds.

Very truly vours.

LARSON O'BRIEN LLP

Gregory Barela

Date: November 17,2018

233 50, THPLOWER JTREET - 51 0TE jgqoe - LD ANGELE: Caane s - TEL 54304388 0 FAN 1jorirone

pa AR LT STREET NAY - HUBTE 330 - WALHINGTOS {3 coone - TEL roar tas gems o FAY: 200 Tgs g 838

LARSONOER.ENL AW LM
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rom: Michael J. Avenatti <mavenatti@eaganavenatti.com>

it | Saturday, November 17, 2018 10:26 PM
vl gregb@quixsupply.com
Subject: Contact

Greg: | just tried you on your cell. Please call me when you receive this. Thanks, Michael
Michael J. Avenatti, Esq.

The preceding email message {including any atfachmenfts} contains information that may be
confidential, protected by the attorney-client or other applicable privileges, or constitutes non-public
information. tis infended to be conveyed only to the designated recipient(s). If you are not an
intended recipient of this message, please notify the sender by replying to this message and then
delete it from your system. Use, dissemination, or reproduction of this message by unintended
recipients is not authorized and may be unlawful.
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- forward to seeing you soon. You'll

- getit done one way or another.

- And our new business will make us
- completely rich if you dive in. G

Thanks brother. I'm in.

- Hate to bother you but did you see

- the email | needed for the cash I'm

- in deep s*** let me know thanks
- goodluck.

. Plscallme

What is this all about? Pls call
me ASAP.

Eurmme o 5y 2y 0 e o o o
“mg%“’z YIS g Tielsgoe,
= ¥ A
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VIiA EMAIL

From: Mr, Gregory Barela
2801 Alton Parkway, #402
Irvine, CA 92606

To: Michael Avenatti, Esq.
Michael Avenatti & Associates, APC
Eagan Avenatti, LLP

Re:  Request for Transfer of Files and Client Funds

I am directing you to transfer all paper and electronic files on all matters to Steven E. Bledsoe
and Stephen G. Larson at Larson O'Brien LLP, 555 South Flower Street, Suite 4400, Los
Angeles, CA 90071. Accordingly, 1 request that you transfer all existing client files which you

have maintained with respect to your representation of me.

In addition, I request that you immediately transfer the balance of any funds paid by || ||} R
LLC pursuant to the Confidential Settlement Agreement executed on December 28, 2017 which
are in the client trust accounts {or held elsewhere} of any of the above-referenced firms to Larson
O'Bien LLP.

Gregory Barela

November 19. 2018
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This Confidential Settlement Agreement (“Agreement”) is entered into as of
December 20, 2017, by and between Greg Barela, an individual who resides at 2801
Alton Parkway, Apt. 402, Irvine, California 92606 (“Barela”), and_ -

place of business at Barela

and [l aze collectively referred to as the “Parties.”
Recitals
Barela and [l are parties in an arbitration p

Judge Boyd N. Boland (Ret) styled Greg Barela v.
I AG Arbitration No. 2015-1031A (the “Arbitration”).

before Magistrate

In the Arbitration, Barela asserted claims for correction of inventorship of U.S.
Patent No. 8,662,787, a declaration that Barela is a co-owner with of U.S.
Patent No. 8,662,787; trade secret misappropriation; and unjust enrichment.
disputed Barela’s claims.

On December 20, 2017, Barela and [JJl] agreed to a final compromise and
settlement of the Arbitration and all disputes between them. Specifically, the Parties
entered into a binding and enforceable agreement setting forth the terms and
conditions of their final compromise and settlement, and further agreed to enter into
a formal written agreement by December 29, 2017.

This Agreement formally sets forth the terms and conditions of the Parties’
agreed-to final compromise and settlement of the Arbitration and all disputes
between them.

Definiti

For purposes of this Agreement, the following terms have the following
meanings:

i 8 A Party’s “Affiliate” means an entity or individual that Controls, is
Controlled by, is Controlling, or is under common Control with respect to the Party.

2. “Asserted Trade Secret” means: All trade secrets that were or could have
been asserted by Barela in the Arbitration, including but not limited to the Paver
Invention.

3. ‘I Patent Rights” means: (a) U.S. Patents Nos. 8,662,787;
8,827,590; 8,967,905;-D645,169; 8,236,392; 8,353,640; D637,318; and 7,244,477; and



(b) all provisional applications, parent applications, continuations, continuations-in-
part, divisionals, extensions, renewals, substitutions, reissues, reexaminations, inter
partesreviews and foreign counterparts of any of the patents identified in (a).

4. “Control” (including, with correlative meanings, “Controls,” “Controlled
by” and “Controlling”) means the power to direct or to cause the direction of the
management and policies of an entity or an individual, directly or indirectly, whether
through ownership of voting securities, by contract, or otherwise. With respect to a
corporation, limited liability company, partnership or other entity, control includes
direct or indirect ownership of at least fifty-one percent (51%) of the voting stock,
limited liability company interest, partnership interest or other voting interest (or

equivalent interest) in such corporation, limited liability company, partnership or
other entity.

5.  “Released Products” means: All products involving any of the [l
Patent Rights created, designed, made, used, offered for sale, distributed, sold, or
imported by, for, or under license from [Jij or any predecessor, Successor or
Affiliate of Released Products include, but are not limited to, Underlayment
products sold under the name PaverBase®.

6.  “Successor” means a Third Party that: (a) acquires substantially all the
assets of either Party; or (b) acquires all or a portion of I business relating to
the [} Patent Rights and/or the Released Products; or (¢) results from a
reconstruction, amalgamation, merger, consolidation or reorganization of or with

7. “Third Party” means any entity or individual other than Barela or

8. “Underlayments” means underlayments for use with pavers, patio
stones and other paving elements for pedestrian and/or vehicle traffic.

W ties and ntations

9. Barela, on behalf of himself and his predecessors and Affiliates,

warrants and represents that he has the authority to enter into and be bound by this
Agreement.

10. Barela, on behalf of himself and his predecessors and Affiliates.
warrants and represents that he is unaware of any claim by a Third Party against

I r<lated to the Asserted Trade Secret, the [JJJll Patent Rights or the Released
Products.



11. [ on behalf of itself and its predecessors and Affiliates, warrants
and represents that it has the authority to enter into and be bound by this Agreement.

Payments to Barela

12. [ will pay the total sum of One Million Nine Hundred Thousand
U.S. Dollars (USD 1,900,000) to Barela as follows:

a. The sum of One Million Six Hundred Thousand U.S. Dollars

(USD 1,600,000) will be paid by [JJJli] to Barela on January 10,
2018; and

b.  The sum of One Hundred Thousand U.S. Dollars (USD 100,000
will be paid by [JJJij to Barela on January 10, 2019; and

c. The sum of One Hundred Thousand U.S. Dollars (USD 100,000)
will be paid by [l to Barela on January 10, 2020; and

d. The sum of One Hundred Thousand U.S. Dollars {USD 100,000)
will be paid by [} to Barela on January 10, 2021.

13. The payments specified in paragraph 12 are subject to Barela's
(including his predecessors, Successors, assigns, heirs and Affiliates) ongoing
compliance with the Agreement.

14. Each of the payments specified in paragraph 12 shall be made by wire-
transfer to a trust account specified in an email from Barela’s counsel (Michael
Avenatti) to [l counsel (David Sheikh) on or before January 3, 2018.

Waiver and Releases

15. Barela, on behalf of himself and his predecessors, Successors, assigns,
heirs and Affiliates, hereby waives, releases and forever discharges all claims to any
rights or interest in or to the [JJJJll Patent Rights and the Released Products
including, without limitation, the ability or right to challenge, directly or by assisting
a Third Party, to the inventorship, validity or enforceability of any of the [ Patent
Rights, including any lawsuit, protest, opposition, interference, post-grant review,

reexamination, inter partes review or the like in any court or governmental agency
anywhere in the world.

16.  Barela, on behalf of himself and his predecessors, Successors, assigns,
heirs and Affiliates, hereby releases [} including its predecessors, Successors,
assigns, heirs and Affiliates, from any and all claims, liabilities, demands and causes
of action, whether or not now known, suspected or claimed, which Barela ever had,

3



now has or claims to have, regarding the [JJJJl] Patent Rights and/or the Released
Products, including any such claims that were or could have been asserted in a court;
in the Arbitration, or in any other proceeding.

17. | on behalf of itself and its predecessors, Successors, assigns, heirs
.and Affiliates, hereby releases Barela, including his predecessors, Successors,
assigns, heirs and Affiliates, from any and all claims, liabilities, demands and causes
of action, whether or not now known, suspected or claimed, which [JJJli] ever had,
now has or claims to have, regarding the ] Patent Rights and/or the Released
Products, including any such claims that were or could have been asserted in a court,
in the Arbitration, or in any other proceeding.

Confidentiality

18. The Parties hereby agree that this Agreement and its terms and
conditions are and will remain confidential. The Parties further agree that they will
not disclose, provide, or produce this Agreement or its terms and conditions publicly
or to any Third Party. If a Party is asked about the outcome of the Arbitration, such
Party cannot disclose the existence of this Agreement or the Agreement’s terms and
conditions. The Parties shall only disclose that the dispute between Barela and [}
has been resolved. Notwithstanding the foregoing:

a. Either Party may disclose this Agreement to its attorneys and
accountants provided that such attorneys and accountants are
bound by confidentiality obligations commensurate with this
provision.

b. Either Party may disclose this Agreement and its terms and
conditions as may be required by law, regulation, subpoena, or
order of an arbitrator, a court, or other adjudicator of competent
jurisdiction. If this disclosure is made during the course of
litigation, the disclosure must be limited to the litigating parties’
outside counsel and the arbitrator, court, or other adjudicator of
competent jurisdiction.

C. Either Party may disclose this Agreement and its terms and
conditions to the extent necessary to enforce this Agreement
before a court or other adjudicator of competent jurisdiction.

d. | may privately state and confirm the fact that all disputes

between [JJl] and Barela have been resolved in the context of
confidential discussions with its business partners and suppliers.

4



e. Bl 2y disclose this Agreement and its terms and conditions
to its contract manufacturer/supplier, JSP, its professional
advisors, its board of directors, released Third Parties, and
existing and potential investors, acquirers and purchasers,
provided that such entities or individuals are bound by
confidentiality obligations commensurate with this provision.

The Parties acknowledge and agree that this confidentiality provision is a material
term of this Agreement and that a failure to comply with it constitutes a material
breach of this Agreement. The Parties agree that it would be impossible, impractical
or extremely difficult to fix the actual damages suffered by reason of a breach of this
provision, and accordingly hereby agree that One Hundred Thousand U.S. Dollars
(USD 100,000) shall be presumed to be the amount of damages sustained by reason
of each such breach, without prejudice to the right of the non-breaching Party to also
seek injunctive or other equitable relief, if appropriate.

Non-Di ment

19. Each Party (including each Party’s respective officers, directors,
employees, predecessors, Successors, assigns, heirs and Affiliates) agrees not to make
any false, negative, critical or disparaging statements, implied or express, written or
oral, concerning the other Party (including the other Party’s officers, directors,
employees, predecessors, Successors, assigns, Affiliates and licensees) or the
products, services or business operations of the other Party (including the other
Party’s predecessors, Successors, assigns, heirs, Affiliates and licensees). Each Party
(including each Party’s respective officers, directors, employees, predecessors,
Successors, assigns, heirs and Affiliates) further agrees to do nothing that would
damage the business reputation or good will of the other Party (including the other
Party’s officers, directors, employees, predecessors, Successors, assigns, heirs,
Affiliates and licensees); provided, however, that nothing in this Agreement shall
prohibit either Party’s disclosure of information that is required to be disclosed in
compliance with applicable laws or regulations or by order of an arbitrator, a court,
or other adjudicator of competent jurisdiction. For the avoidance of doubt, this
provision prohibits Barela (including his predecessors, Successors, assigns, heirs and
Affiliates) from asserting, stating, or suggesting that Barela is an inventor or joint
inventor of any of the [JJJJl] Patent Rights, that the [JJJl] Patent Rights or the
Released Products use or incorporate any trade secrets or other intellectual property
of Barela, that Barela contributed in any way to the [JJJJli]l Patent Rights or the
Released Products. or that Barela has any rights or interest in any of the
Patent Rights or the Released Products. The Parties acknowledge and agree that this



non-disparagement provision is a material term of this Agreement and that a failure
to comply with it constitutes a material breach of this Agreement. The Parties agree
that it would be impossible, impractical or extremely difficult to fix the actual
damages suffered by reason of a breach of this provision, and accordingly hereby
agree that One Hundred Thousand U.S. Dollars (USD 100,000) shall be presumed to
.be the amount of damages sustained by reason of each such breach, without prejudice

to the right of the non-breaching Party to also seek injunctive or other equitable relief,
if appropriate.

Resolution of the Arbitration

20. Upon execution of this Agreement by both Parties, the Parties will
voluntarily dismiss, with prejudice, all claims and defenses made against each other
in the Arbitration. Each Party will pay its own fees, costs, and expenses, including
attorneys’ fees. Each Party will have the right to apply to the Judicial Arbiter Group,

Inc. for a refund of its share of the arbitration fees that were deposited to reserve the
Arbitration hearing dates.

Notices

21. Any notices required by this Agreement shall be made by email and
express mail delivery or courier, signature required, postage pre-paid as follows:

or For Barela:

Greg Barela

c/o Michael Avenatti, Esq.

520 Newport Center Drive
Suite 1400

Newport Beach, CA 92660
Email:
mavenatti@eaganavenatti.com

With a copy to:

David J. Sheikh

Lee Sheikh Megley & Haan

111 West Jackson Boulevard, Suite 2230
Chicago, Illinois 60604

Email: dsheikhitleesheikh.com




anegus

22. Nothing in this Agreement shall be deemed to create or constitute a

partnership, agency, employer-employee or joint venture relatienship between Barela
and

23. The Parties acknowledge that they were represented by their respective
counsel in connection with their settlement and this Agreement. This Agreement

shall be interpreted according to its fair construction and shall not be construed
against either Party.

24. This Agreement represents the entire agreement between Barela and
B «ith respect to the subject matter of this Agreement, and supersedes all prior
agreements, proposals, or understandings, whether written or oral, between Barela
and [l This Agreement may not be modified, changed, amended, supplemented
or rescinded except pursuant to a written instrument duly executed by Barela and

25. Neither this Agreement nor any of the rights, interests or obligations
hereunder shall be assigned or transferred by any Party without the prior written
consent of the other Party.

26. This Agreement is governed by, and construed in accordance with, the
laws of the State of Colorado.

27.  If any provision or portion of a provision of this Agreement is held by an
arbitrator, a court, or other adjudicator of competent jurisdiction to be invalid under
any applicable statute or rule of law, such arbitrator, court or other adjudicator is
authorized to modify such provision to the minimum extent necessary to make it
valid, and the remaining provisions or portions of provisions of this Agreement shall
in no way be affected or impaired thereby.

~ 28. This Agreement may be executed by Barela and [JJJl] in separate
counterparts and exchanged electronically, with the same effect as if Barela and
had signed the same instrument.

Barela and il hereby acknowledge their agreement and consent to the
terms and conditions set forth above through their respective signatures by a duly
authorized representative of each party:



GREG BARELA

Date:

President

its:

28 Dec 2017
Date:
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ADDENDUM TO CONFIDENTIAL SETTLEMENT AGREEMENT
This Addendum to Confidential Settlement Agreement (*Addendum™) is entered into as

of January 3, 2019, cen Gregory Barela (“Barela”), and [ B
* Barela and are collectively referred to as the “Parties.”
Recitals

Barela and [JJli] entered into a Confidential Settlement Agreement (“Agreement™) as of
December 20, 2017 that was signed by the Parties on December 28, 2017.

Paragraph 12 of the Agreement provided that [JJifvould make the following four
settlement payments to Barela: (1) $1.6 million by January 10, 2018; (2) $100,000 by January
10, 2019; (3) $100,000 by January 10, 2020; and (4) $100,000 by Jammary 10, 2021,

Paragraph 13 of the Agreement provided that “the payments specified in paragraph 12
shall be made by wire-transfer to a trust account specified in an email from Barela’s counsel
(Michael Avenatti) to [JJJli] counsel (David Sheikh) on or before January 3, 2018.”

On January 2, 2018, Avenatti sent an email to Sheikh that specified an account and
provided wire-transfer instructions.

On January 5, 2018 [l made the initial $1.6 million settlement payment by wire
transfer to the account specified by Avenatti and has provided Barela with a wire transfer
confirmation showing that the payment was made by and received into the account
designated by Avenatti. Accordingly, [ has fully complied with its obligation to make the
initial $1.6 million payment by January 10, 2018.

Barela has represented to [JJJJJj that paragraph 12 of the pastial copy of the Agreement
that Avenatti provided to Barela on December 28, 2017, and the complete copy of the
Agreement that Avenatti’s office provided to Barela on or about June 29, 2018, contain
payments dates of March 10, 2018, March 10, 2019, March 10, 2020, March 10, 2021,
respectively, for [JJJl] settlement payments to Barela. Avenatti told Barela that the settlement
payments were payable in March of each year (not January).

At the request of Barela, on November 21, 2018, [JJJJJj provided Barela with a true and
correct copy of the fully executed Agreement which states that the initial payment of $1.6
million was due by January 10, 2018; a payment of $100,000 is due by January 10, 2019; a
payment of $100,000 is due by January 10, 2020; and a payment of $100,000 is due by January
10, 2021.

Barela has represented to ] that Avenatti has repeatedly represented to him that
I did oot make the initial $1.6 million payment due under the Agreement and that Avenatti
has been making efforts to collect the $1.6 million that [} had allegedly failed to pay on the
purported March 10, 2018 due date specified in the copies of the Agreement Avenatti provided
to Barela.

Barela has retained new counsel, Steven E. Bledsoe and Stephen G. Larson of Larson
O’Brien LLP, to represent him with respect to his efforts to collect the amounts due to him under
the Agreement.




Barela has represented to [JJij that Avenatti has not responded to Larson O’Brien’s
November 17 and December 5, 2018 letters to Avenatli requesting that he: (1) confirm, in
writing, his representations to Barela that [l had failed to make the initial $1.6 million
payment due under the texms of the Agreement; (2) promptly provide a true and correct copy of
the Agreement; and (3) provide an immediate accounting in the event [JJJJj hzd made the initial
$1.6 million payment provided for in the Agreement.

Barela has requested that [JJJJlj make all further payments due to him under the
Agreement via wire transfer to the trust account of Larson O’Brien LLP and, based on Barela’s
above-referenced representations, ] bas agreed to do so.

Agreement

1. | will pay all futare amounts due under the Agreement to the trust account of
Larson O’Brien LLP, as follows:

Wells Fargo Bank

433 N. Camden Drive

Beverly Hills, CA 90210

ABA Routing No: 121000248

Account No.: -2776

Account Name: Larson O’Brien LLP IOLTA Trust Account

2, Any future notices to Barela required by the Agreement shall be made by email
and express mail delivery or courier, signature required, postage pre-paid to: Gregory Barela,
c/o Steven E. Bledsoe, Esq., Larson O’Brien LLP, 555 S. Flower Street, Suite 4400, Los

Angeles, CA 90071.

3. This Addendum may be executed by Barela and Weparate counterparts ;
and exchanged electronically, with the same effect as if Barela and had signed the same
instrument.

|

Barela and [l hereby acknowledge their agreement and consent to the terms and 3
conditions set forth above through their respective signatures:

GREGORY BARELA

/J‘ Xv\w Date: January 3, 2019

" Date: January 3 , 2019

CFO and VP of Administration
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STATE BAR OF CALIFORNIA
OFFICE OF CHIEF TRIAL COUNSEL
MELANIE J. LAWRENCE, No. 230102
INTERIM CHIEF TRIAL COUNSEL
ANTHONY J. GARCIA, No. 171419
ASSISTANT CHIEF TRIAL COUNSEL
ANAND KUMAR, No. 261592
SUPERVISING ATTORNEY

ELI D. MORGENSTERN, No. 190560
SENIOR TRIAL COUNSEL

845 South Figueroa Street

Los Angeles, California 90017-2515
Telephone: (213) 765-1334

STATE BAR COURT
HEARING DEPARTMENT - LOS ANGELES

In the Matter of: ) Case No.
)
MICHAEL JOHN AVENATTI, ) DECLARATION OF STEVEN E. BLEDSOE
No. 206929, )
)
A Member of the State Bar )

I, Steven E. Bledsoe, declare:

1. All statements made herein are true and correct and are based on my personal
knowledge unless indicated as based on information or belief, and as to those statements I am
informed and believe them to be true. If necessary, I could and would competently testify to the
statements made herein.

2. I have been a member of the State Bar of California since March 31, 1992, Tama
partner at the law firm of Larson O’Brien LLP (the “firm”). My practice focuses on complex
civil litigation.

3. In November 2018, Mr. Gregory Barela employed our firm to represent him in his

efforts to collect the proceeds due to him pursuant to the terms of a settlement agreement
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executed by Mr. Barela and the Setiling Party on December 28, 2017.! I am informed that Mr.
Michael Avenatti, the respondent in these proceedings, negotiated the terms of the settlement
agreement with the Settling Party on behalf of Mr. Barela.

4. At the time that he employed the firm, Mr. Barela presented me with a copy of the
fully executed settlement agreement that respondent had provided to him. The settlement
agreement required the Settling Party to make an initial payment of $1,600,000 by March 10,
2018, and three additional payments of $100,000 by March 10 of 2019, 2020, 2021, respectively,
for a total of $1,900,000.

5. On November 15, 2018, I sent an email to David Sheikh, the Settling Party’s
counsel. In the email, I explained that Mr. Barela had employed the firm in connection with his
efforts to collect on the proceeds from the December 28, 2017 settlement agreement with the
Settling Party, and I asked Mr. Sheikh to: (i) confirm that the Settling Party made the $1,600,000
payment that was due on March 10, 2018; and (ii) provide me with a copy of the wire transfer
confirmation. In the email, I provided my cell phone number and invited Mr. Sheikh to call me.
A true and correct copy of my November 15, 2018 email is attached to this Declaration as
Exhibit 1,

6. On November 16, 2018, Mr. Sheikh and I had a telephone conversation. During
the telephone conversation, I explained to Mr. Sheikh that respondent had advised Mr. Barela
that the Settling Party did not make the initial $1,600,000 payment due under the terms of the
settlement agreement. 1 also stated that the copy of the settlement agreement provided to Mr.,
Barela by respondent provided for the initial payment to be made by the Settling Party on March
10, 2018. Mr. Sheikh told me that the settlement agreement actually provided for the initial
$1,600,000 payment to be made by January 2018, and that the Settling Party had made the
payment on time. Given these discrepancies, | emailed Mr. Sheikh a copy of the settlement

agreement that respondent had presented to Mr. Barela.

! The corporation is not identified by name due to the confidentiality of the settlement
agreement, discussed below.
2
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7. On November 17, 2018, I sent Mr. Sheikh a letter via email as a follow-up to my
email message to him on November 15, 2018, and our telephone conversation on November 16,
2018. In my November 17, 2018 letter, I partially memorialized the November 16, 2018
telephone conversation, and requested that Mr. Sheikh provide me with: (i) a true and correct
copy of the settlement agreement executed by the Settling Party and Mr. Barela; (ii) a copy of the
wire transfer confirmation for the $1,600,000 settlement payment made by the Settling Party in
January 2018, and (iii) any written confirmation with respondent’s law firm concerning or
confirming the settlement payment. Finally, [ requested that the Settling Party make all future
payments due to Mr. Barela under the settlement agreement by wire transfer to our firm’s client
trust account. On November 17, 2018, Mr. Barela and I signed the letter. A true and correct
copy of my November 17, 2018 letter to Mr. Sheikh is attached to this Declaration as Exhibit 2.

8. On November 17, 2018, T also sent respondent a letter via email. In the letter,
explained that Mr. Barela had employed the firm in connection with his efforts to collect on the
proceeds from the December 28, 2017 settlement agreement with the Settling Party, and I asked
respondent to: (i) confirm representations that respondent made to Mr. Barela that the Settiing
Party had failed to make the initial $1,600,000 payment due under the settlement agreement; (ii)
promptly provide a true and correct copy of the settlement agreement and any fee agreement
between respondent and Mr. Barela; and (iii) provide an immediate accounting in the event that
the Settling Party had made the initial $1,600,000 payment provided in the settlement agreement.
On November 17, 2018, Mr. Barela and I signed the letter. Respondent did not respond to the
letter and has not provided the requested accounting. A true and correct copy of the November
17, 2018 letter to respondent is attached to this Declaration as Exhibit 3.

9, On November 19, 2018, I sent an email to respondent attaching a letter from Mr.
Barela requesting that respondent transfer: (1) all paper and electronic client files with respect to
his representation of Mr. Barela to our firm; and (ii} the balance of any funds paid by the Settling

Party to our firm’s client trust account. In a separate email, I provided respondent with the
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firm’s wire transfer information. Respondent did not respond to my email attaching Mr. Barela’s
letter or my separate email.

10. On November 20, 2018, Mr. Sheikh sent me a letter via email. In the letter, Mr.
Sheikh reiterated what he told me when we spoke by telephone on November 16, 2018 and
included additional details concerning specific dates; namely that: (i) the settlement agreement
executed by Mr. Barela and the Settling Party required the Settling Party to make the initial
payment by January 10, 2018, and the Settling Party did so by wire transfer on January 5, 2018;
(ii) the purported settlement agreement that I emailed to him during our November 16, 2018
telephone conversation is not a true and correct copy of the settlement agreement; and (iii) he
had never seen the document before he received it from me on November 16, 2018. In the letter,
Mr. Sheikh also requested that I prepare a proposed amendment to the settlement agreement that
reflected my request for the future payments owed pursuant to the settlement agreement be made
to our firm’s client trust account instead of the trust account designated by respondent. A true
and correct copy of Mr. Sheikh’s November 20, 2018 letter is attached to this Declaration as
Exhibit 3.

11. On November 21, 2018, Mr. Sheikh sent me via email a letter with an attached
copy of the settlement agreement. A true and correct copy of Mr. Sheikh’s November 21, 2018
letter, as well as a true and correct, though redacted, copy of the settlement agreement that was
attached to it are attached to this Declaration as Exhibit 4.

12. On November 27, 2018, Mr. Sheikh provided me with a copy of the confirmation
of the January 5, 2018 wire transfer of the $1,600,000 settlement payment. A true and correct
copy of my November 27, 2018 email exchange with Mr. Sheikh, as well as a true and correct,
though redacted, copy of the confirmation of the January 5, 2018 wire transfer are cumulatively
attached to this Declaration as Exhibit 5.

13. On December 3, 2018, I sent respondent a letter via email reminding him that on
November 17, 2018, I had sent him a letter asking him to: (i) confirm his representations to Mr.

Barela that the Settling Party had failed to make the initial $1,600,000 payment due under the
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settlement agreement; (ii) promptly provide a true and correct copy of the settlement agreement
and any fee agreement between respondent and Mr. Barela; and (iii) provide an immediate
accounting in the event that the Settling Party made the initial $1,600,000 payment provided in
the settlement agreement. I further stated that he had neither responded to my November 17,
2018 letter nor Mr. Barela’s letter requesting that respondent transfer Mr. Barela’s files and
client funds to the firm. Finally, I invited respondent to resolve the matter without court
intervention. Respondent did not respond to the letter. A true and correct copy of my December
3, 2018 letter is attached to this Declaration as Exhibit 6.

14. Pursuant to Mr. Sheikh’s request, I prepared an addendum to the settlement
agreement. On January 3, 2019, Mr. Barela and the Settling Party signed the addendum which
provided that the Settling Party would pay all future payments due under the settlement
agreement to our firm’s client trust account. A true and correct, though redacted, copy of the
addendum to the settlement agreement is attached to this Declaration as Exhibit 7.

15, In January 2019, I submitted a State Bar complaint on behalf of Mr. Barela
against respondent.

I declare under penalty of perjury under the laws of the State of California that the

foregoing is true and correct and that this Declaration is executed this 24™ day of May, 2019, at

gca%w

Steven E. Bledsoe
Declarant

Los Angeles, California.
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From: Steven E. Biedsoe

To: j ikh

Cc: Stephen G, Larson

Subject: Payment of Settlement Proceeds: Barela v. [ I
Date: Thursday, November 15, 2018 8:00:55 PM )
Mr. Sheikh,

Our firm has been engaged to represent Greg Barela in connection with his efforts to collect
the proceeds from his December 28, 2017 Confidential Settlement Agreement with [l

As you know, pursuant to the terms of the settlement agreement, [} Il agreed to pay
Mr. Barela the initial $1.6 million settlement payment on March 10, 2018. Such payment was
to be made via wire transfer to the client trust account of Mr. Barela’s then counsel, Michael
Avenatti. We ask that you confirm that the $1.6 million payment was made by [JJJJij USA.
We also ask that you provide us with a copy of the wire transfer confirmation.

We would greatly appreciate your prompt attention to this matter. I coincidentally happen to
be in Chicago through noon tomorrow. If you would like to discuss this matter in person,
please let me know and I will come by your office before I head to the airport. I can also be
reached on my cell phone at 818-921-0306. Thank you.

Best regards,
Steven E. Bledsoe
Partner
LARSON-O’BRIEN LLP

55 t, Sui 0
Los Angeles, CA_ 90071
213.436.4866 Direct
213.436,4888 Office
213.623.2000 Fax
sbledsoe@larsonobrienlaw.com

L e P e P e e

CONFIDENTIALITY NOTICE: This e-mail and any attachments are for the exclusive and
confidential use of the intended recipient. If you received this in error, please do not read,
distribute, or take action in reliance upon this message. Instead, please notify us immediately
by return e-mail and promptly delete this message and its attachments from your computer
system. We do not waive attorney-client or work product privilege by the transmission of this
message.
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LARSON-O’BRIENwur

Steven E. Bledsoe
Direct: 213.436.4866
Email: sbledsoe/@larsoncbrienlaw.com

YiA EMAIL
November 17, 2018

David J. Sheikh, Esq.
Lee Sheikh Megley& Haan
111 West Jackson Blvd.

Chicago, IL 60604
Re: Confidential Settlement Agreement - Barela v. ||| NGz N
Dear David:

This letter follows up on my email message to you on November 15, 2018 and our
telephone conversation on November 16, 2018 concerning the above-referenced matter.
Our firm has been engaged by Gregory Barela in connection with his efforts to collect the
proceeds due him pursuant to the terms of the Confidential Settlement Agreement
executed by Mr. Barela and [l Bl on December 28, 2017 (“Settlement Agreement™).

Mr. Barela has been advised by Michael Avenatti that [l Il did not make the initial
$1.6 million payment due under the terms of the Settlement Agreement. [ note that
paragraph 12.a. on page 3 of the copy of the Settlement Agreement provided to Mr, Barela
by Mr. Avenatti provides for the initial settiement payment to be made by ||} Il o
March 10, 2018. I understand from our telephone conversation that the Settlement
Agreement actually provides for the initial $1.6 million payment to be made in January
2018, which is why Bl xade the payment at that time.

Given these discrepancies. we ask that you promptly provide us with a true and correct
copy of the Settlement Agreement executed by Il 2nd Mr. Barela on December
28, 2018. We further request that you provide us with a copy of the wire transfer
confirmation for the $1.6 million settlement payment made by ] Il in January
2018, as well as any written correspondence with Mr. Avenatti’s firm concerning or
confirming the settlement payment.

Finally, Mr. Barela requests that [JJJJj Il make all future payments due him under the
Settlement Agreement by wire transfer to our firm’s client trust account. We will provide
wire transfer information for our client trust account under separate cover.

A SOUTH FLOWER JTREET LLATE 4o LOD ANGELES, CAsouri » TEL 235 4564353+ FAN L0235 2000

350 FIRST STREETNYW  SUITE 450 « WASHINGTON. DC 1000+ TEL 2027953900 FAX. 10:.795.3888

LARSONUGBRIESLAW COM



LARSON-O’BRIENwur

Steven E. Bledsoe
November 17, 2018
Page 2
We greatly appreciate your prompt attention to this matter.
Very truly yours,
LARSON O’BRIEN LLP
I
Steven E. Bledsoce
Approved and Confirmed:
355 SOUTH FLOMWER “TREET Ju U TE gao0 LT ANGELL D Ca yow! TEL 2i5.430.4823 FAX 20252000

440 FIRST STREET W « SUITE 350 WASHINGTON DC tovo: - TEL. :0:795.4000 « FAXN. :02.795.4533

LARSONOQBRIENLAW CON
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LARSON-O’BRIEN e

Steven E. Bledsoe
Direct: 213.436.4866
Email: sbledsoe@@larsonobrienlaw.com

VIA EMAIL
November 17, 2018

Michael Avenatti, Esq.
Michael Avenatti & Associates, APC
Eagan Avenatti, LLP

Re: Confidential Setttement Agreement - Barela v. || LL.C
Dear Mr. Avenatti:

Our firm has been engaged by Gregory Barela in connection with his efforts to collect the
proceeds due him pursuant to the terms of the Confidential Settlement Agreement
executed by Mr, Barela and [ L LC on December 28, 2017 {*Settlement
Agreement™).

We understand that Mr. Barela has been advised by you that || did not make the

initial $1.6 million payment due under the terms of the Settlement Agreement. We request
that that you provide written confirmation of ||l s failure to make such payment.

We further ask that you promptly provide us with a true and correct copy of the Settlement
Agreement and any fee agreement that you have with Mr. Barela.

Finallv. in the event | made the initial $1.6 million payment provided for by the
Settiement Agreement, we ask that you provide an immediate accounting concerning such
funds.

Very truly vours.

LARSON O'BRIEN LLP

Gregory Barela

Date: November 17,2018

233 50, THPLOWER JTREET - 51 0TE jgqoe - LD ANGELE: Caane s - TEL 54304388 0 FAN 1jorirone

pa AR LT STREET NAY - HUBTE 330 - WALHINGTOS {3 coone - TEL roar tas gems o FAY: 200 Tgs g 838

LARSONOER.ENL AW LM
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LEE SHEIKH MEGLEY & HAAN

111 West Jackson Boulevard, Suite 2230
) Chicago, Iinois 60604

{312)982-0070

www_leesheikh.com
David J. Sheikh
Direct Dial: (312} 982-0062 el ikh.com

Confidential

November 20, 2018

Via Email: sbledsoe{@larsanobrienlaw.com

Steven E. Bledsoe

Larson O’Brien LLP

555 South Flower Street

Suite 450

Los Angeles, California 90071

Re:  Confidential Settlement Agreement — Barela v. || || I

Dear Steven:

This responds to your letter of November 17, 2018. I also received your follow-up voicemail
message. | needed to discuss your letter with my client, which I have now done.

At the outset, I want to reemphasize and expand on what I told you when we spoke by
telephone on November 16, 2018. il finally and completely resolved its dispute with Greg Barela
under the terms of the December 20, 2017 Confidential Settlement Agreement (“Settlement
Agreement”). The Barela v. ] arbitration was dismissed, with prejudice, on December 29, 2017.
Furthermore, il bas fully complied with its obligations under the Settlement Agreement,
including making the $1.6 million payment to the account designated by Michael Avenatti on behalf
of Mr. Barela. The Setflement Agreement required [JJJij to make the payment by January 10, 2018,
and [l did so by wire transfer on January 5, 2018. Any assertion that [JJJjij did not make the $1.6
million payment is demonstrably false. The document that you emailed to me during our November
16, 2018 call is not a true and correct copy of the Settlement Agreement. We had not seen that
document before receiving it from you. [JJJi] is not involved in Mr. Barela’s dispute with Mr.
Avenatti, and is displeased that it has had to invest resources to address this matter in response to
your inquiries. Aside from its remaining obligations under the Settlement Agreement, il wants
no further dealings with Mr. Barela, Mr, Avenatti, or anyone associated with them.

You have requested that [JJJill provide a true and correct copy of the Settlement Agreement
and documentation confirming [l payment to Mr. Barela. As a precondition of [l providing
this information, I need written confirmation that all communications and information exchanged
between us regarding this matter will be treated in conformance with the confidentiality provision in
the Settlement Agreement, which states as follows:




November 20, 2018
Page 2

18. The Parties hereby agree that this Agreement and its terms and conditions are and
will remain confidential. The Parties further agree that they will not disclose, provide,
or produce this Agreement or its terms and conditions publicly or to any Third Party.
If a Party is asked about the outcome of the Arbitration, such Party cannot disclose
the existence of this Agreement or the Agreement's terms and conditions. The Parties
shall only disclose that the dispute between Barela and [l

has been resolved. Notwithstanding the foregoing:

a. Either Party may disclose this Agreement to its attorneys and accountants
provided that such attorneys and accountants are bound by confidentiality
obligations commensurate with this

provision.

b. Either Party may disclose this Agreement and its terms and conditions as
may be required by law, regulation, subpoena, or order of an arbitrator, a court,
or other adjudicator of competent jurisdiction. If this disclosure is made during
the course of litigation, the disclosure must be limited to the litigating parties’
outside counsel and the arbitrator, court, or other adjudicator of

competent jurisdiction.

c. Either Party may disclose this Agreement and its terms and conditions to
the extent necessary to enforce this Agreement before a court or other
adjudicator of competent jurisdiction.

d. Il may privately state and confirm the fact that all disputes between
Il 2nd Barela have been resolved in the context of confidential discussions
with its business partners and suppliers.

¢. [l may disclose this Agreement and its terms and conditions to its
contract manufacturer/supplier, JSP, its professional advisors, its board of
directors, released Third Parties, and existing and potential investors, acquirers
and purchasers, provided that such entities or individuals are bound by
confidentiality obligations commensurate with this provision.

The Parties acknowledge and agree that this confidentiality provision is a material
term of this Agreement and that a failure to comply with it constitutes a material
breach of this Agreement. The Parties agree that it would be impossible, impractical
or extremely difficult to fix the actual damages suffered by reason of a breach of this
provision, and accordingly hereby agree that One Hundred Thousand U.S. Dollars
(USD 100,000} shall be presumed to be the amount of damages sustained by reason
of each such breach, without prejudice to the right of the non-breaching Party to also
seek injunctive or other equitable relief, if appropriate.

The Settlement Agreement requires three future payments by il to Mr. Barela. You have
requested that [l make these payments to your firm’s client trust account. However, this will
require a formal amendment to the Settlement Agreement. Paragraph 14 of the Settlement Agreement
states that “[e]ach of the payments specified in paragraph 12 shall be made by wire-transfer to a trust
account specified in an email from Barela’s counsel (Michael Avenatti) to Il counsel (David
Sheikh) on or before January 3, 2018.” On January 2, 2018, Mr. Avenatti provided the wire-transfer
instructions, which are a material part of the agreement. [JJJlil made the $1.6 million payment into




November 20, 2018

Page 3

the account designated by Mr. Avenatti. Please prepare a proposed amendment to the Settlement
Agreement that reflects your request for the future payments to be made to your firm’s client trust
account instead of the trust account designated by Mr. Avenatti. Notice of the amendment will need
to be provided to Mr. Avenatti.

Please get back to me regarding the above.

Best regards,

David J. Sheikh
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LEE SHEIKH MEGLEY & HAAN

111 West Jackson Boulevard, Suite 2230
Chicago, lllinois 60604

(312)982-0070
www.leesheikh.com
David J. Sheikh
Direct Dial: (312) 982-0062 dsheikh@ileesheikh com
Confidential
November 21, 2018

Via Email: sbledsoe@larsonobrienlaw.com

Steven E. Bledsoe

Larson O’Brien LLP

555 South Flower Street

Suite 450

Los Angeles, California 90071

Re:  Confidential Settlement Agreement — Barela v. ||| NGz T
Dear Steven:

This responds to your letter of November 20, 2018. Thanks for confirming that Mr. Barela
and your firm will comply with the confidentiality provisions of the Confidential Settlement
Agreement executed by Mr. Barela and [l on December 28, 2017 (“Settlement Agreement™) in
connection with this matter. I have enclosed a true and correct copy of the fully executed Settiement
Agreement. We are still in the process of gathering the complete wire-transfer information. I will let
you know when I have that information. To reiterate, the wire-transfer information must be treated
in conformance with the confidentiality provision in the Settlement Agreement.

We agree that paragraphs 18.b.-c. address the situations described in the third paragraph of
your letter. To the extent the confidentiality provision in the Settlement Agreement is inconsistent
with applicable legal or ethical requirements, [l will not assert that compliance with those
requirements constitutes a breach of the confidentiality provision.

Thanks for agreeing to prepare a proposed amendment to the Settlement Agreement and to
notify Mr. Avenatti of the amendment. We will review the proposed amendment once we receive it.

Best gggards,

David J. Sh

Enclosure



This Confidential Settlement Agreement (“Agreement”’) is entered into as of
December 20, 2017, by and between Greg Barela, an individual who resides at 2801

Alton Parkwai, Ait. 402, Irvine, California 92606 (“Barela™, and || | |} NENE BN

d/b/a a Colorado limited liability company with its principal
place of business at Barela
and are collectively referred to as the “Parties.”

Recitals
Barela and ] are parties in an arbitration pending before Magistrate
Judge Bovd N. Boland (Ret.) styled Greg Barela v. || R T 22: IR
ﬁ JAG Arbitration No. 2015-1031A (the “Arbitration”).
In the Arbitration, Barela asserted claims for correction of inventorship of U.S.
Patent No. 8,662,787 a declaration that Barela is a co-owner with [JJJij of U.S.

Patent No. 8,662,787, trade secret misappropriation; and unjust enrichment.
disputed Barela’s claims.

On December 20, 2017, Barela and [JJli] agreed to a final compromise and
settlement of the Arbitration and all disputes between them. Specifically, the Parties
entered into a binding and enforceable agreement setting forth the terms and
conditions of their final compromise and settlement, and further agreed to enter into
a formal written agreement by December 29, 2017.

This Agreement formally sets forth the terms and conditions of the Parties’
agreed-to final compromise and settlement of the Arbitration and all disputes
between them.

Definitions

For purposes of this Agreement, the following terms have the following
meanings:

il A Party’s “Affiliate” means an entity or individual that Controls, is
Controlled by, is Controlling, or is under common Control with respect to the Party.

o “Asserted Trade Secret” means: All trade secrets that were or could have
been asserted by Barela in the Arbitration, including but not limited to the Paver
Invention.

3. ‘Bl Patent Rights” means: (a) U.S. Patents Nos. 8,662,78T;
8,827,590; 8,967,905;- D645,169; 8,236,392; 8,353,640; D637,318; and 7,244,477 and



(b) all provisional applications, parent applications, continuations, continuations-in-
part, divisionals, extensions, renewals, substitutions, reissues, reexaminations, inter
partesreviews and foreign counterparts of any of the patents identified in (a).

4. “Control” (including, with correlative meanings, “Controls,” “Controlled
by” and “Controlling”) means the power to direct or to cause the direction of the
management and policies of an entity or an individual, directly or indirectly, whether
through ownership of voting securities, by contract, or otherwise. With respect to a
corporation, limited liability company, partnership or other entity, control includes
direct or indirect ownership of at least fifty-one percent (51%) of the voting stock,
limited liability company interest, partnership interest or other voting interest {or
equivalent interest) in such corporation, limited liability company, partnership or
other entity.

5. “Released Products” means: All products involving any of the |l
Patent Rights created, designed, made, used, offered for sale, distributed, sold, or
imported by, for, or under license from [} or any predecessor, Successor or
Affiliate of [l Released Products include, but are not limited to, Underlayment
products sold under the name PaverBase®.

6. “Successor” means a Third Party that: (a) acquires substantially all the
assets of either Party; or (b) acquires all or a portion of [JJJilj business relating to
the ]l Patent Rights and/or the Released Products; or (¢) results from a
reconstruction, amalgamation, merger, consolidation or reorganization of or with

7. “Third Party” means any entity or individual other than Barela or

8. “Underlayments” means underlayments for use with pavers, patio
stones and other paving elements for pedestrian and/or vehicle traffic.

Warranties and Representations

9. Barela, on behalf of himself and his predecessors and Affiliates,

warrants and represents that he has the authority to enter into and be bound by this
Agreement.

10. Barela, on behalf of himself and his predecessors and Affiliates.
warrants and represents that he is unaware of any claim by a Third Party against

Bl rclated to the Asserted Trade Secret, the ]l Patent Rights or the Released
Products.



11. [ on behalf of itself and its predecessors and Affiliates, warrants
and represents that it has the authority to enter into and be bound by this Agreement.

Payments to Barela

12. [ will pay the total sum of One Million Nine Hundred Thousand
U.S. Dollars (USD 1,900,000) to Barela as follows:

a. The sum of One Million Six Hundred Thousand U.S. Dollars
(USD 1,600,000) will be paid by [JJJlij to Barela on January 10,
2018; and

b. The sum of One Hundred Thousand U.S. Dollars (USD 100,000)
will be paid by ] to Barela on January 10, 2019; and

c. The sum of One Hundred Thousand U.S. Dollars (USD 100,000)
will be paid by [l to Barela on January 10, 2020; and

d. The sum of One Hundred Thousand U.S. Dollars (USD 100,000)
will be paid by |l to Barela on January 10, 2021.

13. The payments specified in paragraph 12 are subject to Barela’s
(including his predecessors, Successors, assigns, heirs and Affiliates) ongoing
compliance with the Agreement.

14. Each of the payments specified in paragraph 12 shall be made by wire-
transfer to a trust account specified in an email from Barela’s counsel (Michael
Avenatti) to |JJJll counsel (David Sheikh) on or before January 3, 2018.

Waiver and Releases

15.  Barela, on behalf of himself and his predecessors, Successors, assigns,
heirs and Affiliates, hereby waives, releases and forever discharges all claims to any
rights or interest in or to the |JJJJl]l Patent Rights and the Released Products
including, without limitation, the ability or right to challenge, directly or by assisting
a Third Party, to the inventorship, validity or enforceability of any of the [ Patent
Rights, including any lawsuit. protest, opposition, interference, post-grant review,
reexamination, infer partes review or the like in any court or governmental agency
anywhere in the world. '

16. Barela, on behalf of himself and his predecessors, Successors, assigns,
heirs and Affiliates, hereby releases [l including its predecessors, Successors,
assigns, heirs and Affiliates, from any and all claims, liabilities, demands and causes
of action, whether or not now known, suspected or claimed, which Barela ever had,
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now has or claims to have, regarding the [JJJJl] Patent Rights and/or the Released
Products, including any such claims that were or could have been asserted in a court;
in the Arbitration, or in any other proceeding.

17. | or behalf of itself and its predecessors, Successors, assigns, heirs
.and Affiliates, hereby releases Barela, including his predecessors, Successors,
assigns, heirs and Affiliates, from any and all claims, liabilities, demands and causes
of action, whether or not now known, suspected or claimed, which [JJJJij ever had,
now has or claims to have, regarding the [JJJJl] Patent Rights and/or the Released
Products, including any such claims that were or could have been asserted in a court,
in the Arbitration, or in any other proceeding.

Confidentiality

18. The Parties hereby agree that this Agreement and its terms and
conditions are and will remain confidential. The Parties further agree that they will
not disclose, provide, or produce this Agreement or its terms and conditions publicly
or to any Third Party. If a Party is asked about the outcome of the Arbitration, such
Party cannot disclose the existence of this Agreement or the Agreement’s terms and
conditions. The Parties shall only disclose that the dispute between Barela and ||}
has been resolved. Notwithstanding the foregoing:

a. Either Party may disclose this Agreement to its attorneys and
accountants provided that such attorneys and accountants are
bound by confidentiality obligations commensurate with this
provision.

b. Either Party may disclose this Agreement and its terms and
conditions as may be required by law, regulation, subpoena, or
order of an arbitrator, a court, or other adjudicator of competent
jurisdiction. If this disclosure is made during the course of
litigation, the disclosure must be limited to the litigating parties’
outside counsel and the arbitrator, court, or other adjudicator of
competent jurisdiction.

c. Either Party may disclose this Agreement and its terms and
conditions to the extent necessary to enforce this Agreement
before a court or other adjudicator of competent jurisdiction.

d. Bl 2y privately state and confirm the fact that all disputes

between [l and Barela have been resolved in the context of
confidential discussions with its business partners and suppliers.

4



e. [ may disclose this Agreement and its terms and conditions
to its contract manufacturer/supplier, JSP, its professional
advisors, its board of directors, released Third Parties, and
existing and potential investors, acquirers and purchasers,
provided that such entities or individuals are bound by
confidentiality obligations commensurate with this provision.

The Parties acknowledge and agree that this confidentiality provision is a material
term of this Agreement and that a failure to comply with it constitutes a material
breach of this Agreement. The Parties agree that it would be impossible, impractical
or extremely difficult to fix the actual damages suffered by reason of a breach of this
provision, and accordingly hereby agree that One Hundred Thousand U.S. Dollars
(USD 100,000) shall be presumed to he the amount of damages sustained by reason
of each such breach, without prejudice to the right of the non-breaching Party to also
seek injunctive or other equitable relief, if appropriate.

Non-Di ment,

19. Each Party (including each Party’s respective officers, directors,
employees, predecessors, Successors, assigns, heirs and Affiliates) agrees not to make
any false, negative, critical or disparaging statements, implied or express, written or
oral, concerning the other Party (including the other Party’s officers, directors,
employees, predecessors, Successors, assigns, Affiliates and licensees) or the
products, services or business operations of the other Party (including the other
Party’s predecessors, Successors, assigns, heirs, Affiliates and licensees). Each Party
{including each Party’s respective officers, directors, employees, predecessors,
Successors, assigns, heirs and Affiliates) further agrees to do nothing that would
damage the business reputation or good will of the other Party (including the other
Party’s officers, directors, employees, predecessors, Successors, assigns, heirs,
Affiliates and licensees); provided, however, that nothing in this Agreement shall
prohibit either Party’s disclosure of information that is required to be disclosed in
compliance with applicable laws or regulations or by order of an arbitrator, a court,
or other adjudicator of competent jurisdiction. For the avoidance of doubt, this
‘provision prohibits Barela (including his predecessors, Successors, assigns, heirs and
Affiliates) from asserting, stating, or suggesting that Barela is an inventor or joint
inventor of any of the il Patent Rights, that the |JJJl] Patent Rights or the
Released Products use or incorporate any trade secrets or other intellectual property
of Barela, that Barela contributed in any way to the [JJJJl} Patent Rights or the
Released Products. or that Barela has any rights or interest in any of the |}
Patent Rights or the Released Products. The Parties acknowledge and agree that this



non-disparagement provision is a material term of this Agreement and that a failure
to comply with it constitutes a material breach of this Agreement. The Parties agree
that it would be impossible, impractical or extremely difficult to fix the actual
damages suffered by reason of a breach of this provision, and accordingly hereby
agree that One Hundred Thousand U.S. Dollars (USD 100,000) shall be presumed to
.be the amount of damages sustained by reason of each such breach, without prejudice
to the right of the non-breaching Party to also seek injunctive or other equitable relief,
if appropriate.

Resolution of the Arbitration

20. Upon execution of this Agreement by both Parties, the Parties will
voluntarily dismiss, with prejudice, all claims and defenses made against each other
in the Arbitration. Each Party will pay its own fees, costs, and expenses, including
attorneys’ fees. Each Party will have the right to apply to the Judicial Arbiter Group,
Inc. for a refund of its share of the arbitration fees that were deposited to reserve the
Arbitration hearing dates.

Notices

21. Any notices required by this Agreement shall be made by email and
express mail delivery or courier, signature required, postage pre-paid as follows:

For For Barela:

Greg Barela

¢/o Michael Avenatti, Esq.

520 Newport Center Drive
Suite 1400

Newport Beach, CA 92660
Email:
mavenatti@eaganavenatti.com

With a copy to:

David J. Sheikh

Lee Sheikh Megley & Haan

111 West Jackson Boulevard, Suite 2230
Chicago, Illinois 60604

Email: dsheikhivleesheikh.com




Miscellaneous

22. Nothing in this Agreement shall be deemed to create or constitute a

partnership, agency, employer-employee or joint venture relationship between Barela
and

23. The Parties acknowledge that they were represented by their respective
counsel in connection with their settlement and this Agreement. This Agreement
shall be interpreted acecording to its fair construction and shall not be construed
against either Party.

24. This Agreement represents the entire agreement between Barela and
I vith respect to the subject matter of this Agreement, and supersedes all prior
agreements, proposals, or understandings, whether written or oral, between Barela
and [l This Agreement may not be modified, changed, amended, supplemented
or rescinded except pursuant to a written instrument duly executed by Barela and

25. Neither this Agreement nor any of the rights, interests or obligations
hereunder shall be assigned or transferred by any Party without the prior written
consent of the other Party.

26. This Agreement is governed by, and construed in accordance with, the
laws of the State of Colorado.

27.  If any provision or portion of a provision of this Agreement is held by an
arbitrator, a court, or other adjudicator of competent jurisdiction to be invalid under
any applicable statute or rule of law, such arbitrator, court or other adjudicator is
authorized to modify such provision to the minimum extent necessary to make it
valid, and the remaining provisions or portions of provisions of this Agreement shall
in no way be affected or impaired thereby.

- 28. This Agreement may be executed by Barela and i} in separate
counterparts and exchanged electronically, with the same effect as if Barela and
I 1-2d signed the same instrument.

Barela and [} hereby acknowledge their agreement and consent to the
terms and conditions set forth above through their respective signatures by a duly
authorized representative of each party:



GREG BARELA

Date:

d’/b/a

By:
President

Its:
28 Dec 2017

Date:
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From: i Sheikh

To: Steven E. Bledsoe

Cc en G. Larson

Sabjct: |

Data: Tuesday, November 27, 2018 1:44:06 PM

Attachments: Barela $1.6M wire confirmation - 1.5.18 (CONFIDENTIAL).pdf

CONFIDENTIAL
Hi Steven:

Please see the attached. Note that the attached is stamped “Confidential” under the Barel 2|l
agreement.

Best regards,

Dave

From: Steven E. Biedsoe <SBledsoe@larsonobrienlaw.com>
Sent: Tuesday, November 27, 2018 11:31 AM

To: David Sheikh <dsheikh@leesheikh.com>

Ce: Stephen G. Larson <Slarson@larsonobrienlaw.com>

Subject: Barela_

Dave,

Following up on our earfier correspondence, please let us know if _has been able to locate
a copy of the wire transfer confirmation from january 5, 2018. Also, piease let us know if you have
any other documents confirming Mr. Avenatti’s receipt of the settlement payment. Thanks,

Best regards,

Steven E. Bledsoe

Partner

.................................

LARSON-O’BRIEN LLP

255 South Flower Street, Suite 4400
LosAngeles CA 90071

213.436 4866 Direct

213.436,4888 Office

213.673.2000 Fax
shledsoe@larsongbrienlaw.com

CONFIDENTIALITY NQTICE: This e-mail and any attachments are for the exclusive and confidential
use of the intended recipient. If you received this in error, please do not read, distribute, or take



action in reliance upon this message. Instead, please notify us immediately by return e-maii and
promptly delete this message and its attachments from your computer system. We do not waive
attorney-client or work product privilege by the transmissicn of this message.



SINGLE WIRE - Confirmatior. Page 1 of 2

Initiate a Single Outgoing Wire

Confirmatian
You have successfully initiated a wire that Is ready to be sent to SVB for processing.

Wira Typa: Free Form Wire from a U.S.Dollar {USD) Account
Silicon Valley Bank Transaction 1Dt 2018010511406556 (This is an internal $VB tracking numbar)

Number of appravals required befare sending: O

Transaction Details

Deblt Accaunt: CPERATING ACCOUNT ***3331
Processing Date: 01/05/2018

Trangaction Amount: 1,609,000.00 - United Statas Dollars
Payment Methad: Wire

Beneficiary Datails

Beneficiary Account: -566

Beneflclary Name: BAR Settlement
Beneficiary Address: 520 Newport Center Dr Ste 1400
Newport Baach CA 92650

Beneficlary Bank Details

Beneficlary Bank Name: CITY NATIGONAL BANK
Bank City and State: . LOS ANGELES

Bank Country: United States of Amerlca
ABA or SWIFT Code: 122016066

Remittance Information/Payment Instructions

Originator-to-Beneficiary -go 18 Settlement Payment
Instructions:

Bank-to-Bank Instructions

Bani-to-Bank Instructions:

Intermediary Bank Instructions
Intermediary Bank ID:

Intarmediary Name:

mtermediary Address:

Save As Template

If yau wish to save these Instructions as a termplate, please enter a unique tempiate cede and clikk "Save As Template”,
Template Codes | | [Save As Tempiatd

New Wira

CONFIDENTIAL &

https://www.svbconnect.com/wires/outgoing/confirm.jsp 1/5/2018
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LARSON-O’BRIENe

Steven E. Bledsoe
Direct: 213.436.4866
sbledsoe@larsonobrienlaw.com

December 3, 2018
VIA EMAIL

Michael Avenatti, Esq.
Michael Avenatti & Associates, APC
Eagan Avenatti, LLP

Re: Proceeds from Confidential Settlement Agreement - Barela v. ||| ] 1.
Dear Mr. Avenatti:

On November 17, 2018, we sent you a letter advising you of our firm’s engagement by your
former client Gregory Barela in connection with his efforts to collect the proceeds due him
under the Confidential Settlement Agreement executed by Mr. Barela and || LL.C
on December 28, 2017 (“Settlement Agreement”). In our letter, we asked you to:

(1)  confirm, in writing, your representations to Mr. Barela that ||| had
failed to make the initial $1.6 million payment due under the terms of the
Settlement Agreement;

(2}  promptly provide a true and correct copy of the Settlement Agreement and
any fee agreement you have with Mr. Barela; and

{3)  provide an immediate accounting in the event ||l made the initial
$1.6 million payment provided for in the Settlement Agreement.

You have not responded to our letter. You have likewise not responded to Mr. Barela’s
November 17, 2018 Request for Transfer of Files and Client Funds to our firm.

Your silence speaks volumes,

You have created a very unfortunate situation for all involved. In any event, Mr. Barela
remains willing to resolve this matter without pursuing litigation against you, Mr. Ibrahim,
and Mr. Arden. Your time to avoid litigation, however, is quickly running out.

Ifyou would like to resolve this matter without court intervention, please let us know. Keep
in mind that, at this point, any resolution will need to account for a judgment that would

555 SOUTH FLOWER STREET « SUITE y400 » LOS ANGELES, CA goo7t » TEL:213.436.4838 - FaX:ziye23.2000
440 FIRST STREET NW » SUITE 450 + WASHINGTON, DC 1000t « TEL: 202.795.4900 - FAX: 1027954883
LARSONOBRIENLAW.COM




LARSON-O’BRIENu»

Michael Avenatti, Esq.
Page 2
December 3, 2018

likely include punitive damages. Of course, if you and your colleagues have done nothing
wrong, you can also simply provide the information requested above.

Very truly yours,
Sy Y

Steven E. Bledsoe

555 SOUTH FLOWER STREET » SUITE g400 +» LOS ANGELES, CA goo7t » TEL:213.436.4888 » FAX:213.623.2000

440 FIRST STREET NW - SUITE 450 - WASHINGTON, DC 20001 » TEL: 202.7g5.4900 » FAX: 202.795.4888
LARSONORRIENLAW.COM
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ADDENDUM TO CONFIDENTIAL SETTLEMENT AGREEMENT
This Addendum to Confidential Settlement Agreement (*Addendum™) is entered into as

of January 3, 2019, cen Gregory Barela (“Barela”), and [ B
* Barela and are collectively referred to as the “Parties.”
Recitals

Barela and [JJli] entered into a Confidential Settlement Agreement (“Agreement™) as of
December 20, 2017 that was signed by the Parties on December 28, 2017.

Paragraph 12 of the Agreement provided that [JJifvould make the following four
settlement payments to Barela: (1) $1.6 million by January 10, 2018; (2) $100,000 by January
10, 2019; (3) $100,000 by January 10, 2020; and (4) $100,000 by Jammary 10, 2021,

Paragraph 13 of the Agreement provided that “the payments specified in paragraph 12
shall be made by wire-transfer to a trust account specified in an email from Barela’s counsel
(Michael Avenatti) to [JJJli] counsel (David Sheikh) on or before January 3, 2018.”

On January 2, 2018, Avenatti sent an email to Sheikh that specified an account and
provided wire-transfer instructions.

On January 5, 2018 [l made the initial $1.6 million settlement payment by wire
transfer to the account specified by Avenatti and has provided Barela with a wire transfer
confirmation showing that the payment was made by and received into the account
designated by Avenatti. Accordingly, [ has fully complied with its obligation to make the
initial $1.6 million payment by January 10, 2018.

Barela has represented to [JJJJJj that paragraph 12 of the pastial copy of the Agreement
that Avenatti provided to Barela on December 28, 2017, and the complete copy of the
Agreement that Avenatti’s office provided to Barela on or about June 29, 2018, contain
payments dates of March 10, 2018, March 10, 2019, March 10, 2020, March 10, 2021,
respectively, for [JJJl] settlement payments to Barela. Avenatti told Barela that the settlement
payments were payable in March of each year (not January).

At the request of Barela, on November 21, 2018, [JJJJJj provided Barela with a true and
correct copy of the fully executed Agreement which states that the initial payment of $1.6
million was due by January 10, 2018; a payment of $100,000 is due by January 10, 2019; a
payment of $100,000 is due by January 10, 2020; and a payment of $100,000 is due by January
10, 2021.

Barela has represented to ] that Avenatti has repeatedly represented to him that
I did oot make the initial $1.6 million payment due under the Agreement and that Avenatti
has been making efforts to collect the $1.6 million that [} had allegedly failed to pay on the
purported March 10, 2018 due date specified in the copies of the Agreement Avenatti provided
to Barela.

Barela has retained new counsel, Steven E. Bledsoe and Stephen G. Larson of Larson
O’Brien LLP, to represent him with respect to his efforts to collect the amounts due to him under
the Agreement.




Barela has represented to [JJij that Avenatti has not responded to Larson O’Brien’s
November 17 and December 5, 2018 letters to Avenatli requesting that he: (1) confirm, in
writing, his representations to Barela that [l had failed to make the initial $1.6 million
payment due under the texms of the Agreement; (2) promptly provide a true and correct copy of
the Agreement; and (3) provide an immediate accounting in the event [JJJJj hzd made the initial
$1.6 million payment provided for in the Agreement.

Barela has requested that [JJJJlj make all further payments due to him under the
Agreement via wire transfer to the trust account of Larson O’Brien LLP and, based on Barela’s
above-referenced representations, ] bas agreed to do so.

Agreement

1. | will pay all futare amounts due under the Agreement to the trust account of
Larson O’Brien LLP, as follows:

Wells Fargo Bank

433 N. Camden Drive

Beverly Hills, CA 90210

ABA Routing No: 121000248

Account No.: -2776

Account Name: Larson O’Brien LLP IOLTA Trust Account

2, Any future notices to Barela required by the Agreement shall be made by email
and express mail delivery or courier, signature required, postage pre-paid to: Gregory Barela,
c/o Steven E. Bledsoe, Esq., Larson O’Brien LLP, 555 S. Flower Street, Suite 4400, Los

Angeles, CA 90071.

3. This Addendum may be executed by Barela and Weparate counterparts ;
and exchanged electronically, with the same effect as if Barela and had signed the same
instrument.

|

Barela and [l hereby acknowledge their agreement and consent to the terms and 3
conditions set forth above through their respective signatures:

GREGORY BARELA

/J‘ Xv\w Date: January 3, 2019

" Date: January 3 , 2019

CFO and VP of Administration
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STATE BAR OF CALIFORNIA
OFFICE OF CHIEF TRIAL COUNSEL
MELANIE J. LAWRENCE, No. 230102
INTERIM CHIEF TRIAL COUNSEL
ANTHONY J. GARCIA, No. 171419
ASSISTANT CHIEF TRIAL COUNSEL
ANAND KUMAR, No. 261592
SUPERVISING ATTORNEY

ELI D. MORGENSTERN, No. 190560
SENIOR TRIAL COUNSEL

845 South Figueroa Street -

Los Angeles, California 90017-2515
Telephone: (213) 765-1334

STATE BAR COURT
HEARING DEPARTMENT - LOS ANGELES

In the Matter of: ) Case No.
)
MICHAEL JOHN AVENATTI, ) DECLARATION OF DAVID J. SHEIKH
No. 206929, )
)
A Member of the State Bar )

I, David J. Sheikh, declare:

1. All statements made herein are true and correct and are based on my personal
knowledge unless indicated as based on information or belief, and as to those statements I am
informed and believe them to be true. If necessary, I could and would competently testify to the
statements made herein.

2. Thave been a member of the Illinois State Bar since November 5, 1992. Tama
founding partner at the law firm of Lee Sheikh Megley & Haan LLC. Our offices are located in
Chicago, Illinois. My practice focuses on litigation involving intellectual property disputes,
particularly those involving patent, trade secrets, and unfair competition.

/17
/17
/1
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3. Atall relevant times to the facts asserted in this Declaration, I represented the Settling
Party' in an intellectual property dispute brought against it by Mr. Gregory Barela. Mr. Michael
Avenatti, whom I understand to be the respondent in these disciplinary proceedings, filed a
lawsuit in federal court on behalf of Mr. Barela and against the Settling Party alleging multiple
causes of action. Thereafter, Mr. Barela and the Settling Party entered into arbitration.

4. On December 20, 2017, Mr. Barela and the Settling Party agreed to a final
compromise and settlement of the arbitration, with the Settling Party agreeing to pay a total of
$1,900,000 to Mr. Barela, over four yearly installments. The first payment was in the amount of
$1,600,000, with three subsequent annual payments of $100,000 each.

5. Between December 22, 2017, and December 28, 2017, respondent and I negotiated a
written settlement agreement on behalf of our respective clients. The final written settlement
agreement required the Settling Party to make an initial payment of $1,600,000 by January 10,
2018, and three additional payments of $100,000 by January 10 of 2019, 2020, 2021,
respectively, for a total of $1,900,000.

6. On December 28, 2017, respondent emailed me the signature page for the settlement
agreement, bearing Mr. Barela’s signature.

7.  On December 29, 2017, I emailed respondent a fully executed settlement agreement
with Mr. Barela’s and the Settling Party’s signatures, which included the payment schedule that
respondent and I had negotiated on behalf of our respective clients. A true and correct, though
redacted, fully executed copy of the settlement agreement is attached to this Declaration as
Exhibit 1.

8. OnJanuary 2, 2018, respondent sent an email to me specifying the client trust account
and providing wiring instructions for the Settling Party to make the settlement payments
according to the settlement agreement.

9. On January 5, 2018, the Settling Party made the initial $1,600,000 settlement

payment by wire transfer to the client trust account specified by respondent on January 2, 2018.

! The corporation is not identified by name due to the confidentiality of the settlement

agreement, discussed below.
2
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10. At no time in March 2018, or at any time, did I say to respondent that I was in
disbelief that the Settling Party had not made the initial $1,600,000 settlement payment, or words
to that effect. Any assertion that the Settling Party did not make initial $1,600,000 payment is
incorrect because the Settling Party made the payment on January 5, 2018.

11. Atno time did I say to respondent that I did not understand why the Settling Party
had not responded to my requests that the Settling Party make the initial $1,600,000, or words to
that effect. Again, any assertion that the Settling Party did not make initial $1,600,000 payment
is incorrect because the Settling Party made the payment on January 5, 2018.

12.  On November 15, 2018, I received an email from Mr. Steven E. Bledsoe, an attorney
at the law firm of Larson Obrien, LLP. In the email, Mr. Bledsoe explained that Mr. Barela had
employed Mr. Bledsoe’s firm in connection with Mr. Barela’s efforts to collect on the proceeds
from the December 28, 2017 settlement agreement with the Settling Party. Mr. Bledsoe asked
me to: (i) confirm that the Settling Party made the $1,600,000 payment that Mr. Bledsoe
indicated he believed was due on March 10, 2018; and (ii) provide him with a copy of the wire
transfer confirmation. In the email, Mr. Bledsoe provided me with his cell phone number and
invited me to call him. A true and correct copy of Mr. Bledsoe’s November 15, 2018 email is
attached to this Declaration as Exhibit 2.

13.  On November 16, 2018, Mr. Bledsoe and I had a telephone conversation. During the
telephone conversation, Mr. Bledsoe explained to me that respondent had advised Mr. Barela
that the Settling Party did not make the initial $1,600,000 payment due under the terms of the
settlement agreement. Mr. Bledsoe also noted that the copy of the settlement agreement
provided to Mr. Barela by respondent provided for the initial payment to be made by the Settling
Party on March 10, 2018. 1 explained to Mr. Bledsoe that the actual settlement agreement
provided for the initial $1,600,000 payment to be made in January 2018, and that the Settling
Party made the payment at that time. Given these discrepancies, Mr. Bledsoe emailed me a copy

of the settlement agreement that respondent had presented to Mr. Barela.
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14. On November 17, 2018, I received a letter via email from Mr. Bledsoe. In his
November 17, 2018 letter, Mr. Bledsoe partially memorialized our November 16, 2018 telephone
conversation, and requested that I provide him with: (i) a true and correct copy of the settlement
agreement executed by the Settling Party and Mr. Barela; (ii) a copy of the wire transfer
confirmation for the $1,600,000 settlement payment made by the Settling Party in January 2018;
and (iii) any written confirmation with respondent’s law firm concerning or confirming the
settlement payment. Finally, Mr. Bledsoe requested that the Settling Party make all future
payments due to Mr. Barela under the settlement agreement by wire transfer to Mr. Bledsoe’s
firm’s client trust account. A true and correct copy of Mr. Bledsoe’s November 17, 2018 letter
to me is attached to this Declaration as Exhibit 3.

15. On November 20, 2018, I sent a letter to Mr. Bledsoe via email. In the letter, I
repeated what I told him when we spoke by telephone on November 16, 2018; namely that: (i)
the settlement agreement executed by Mr. Barela and the Settling Party required the Settling
Party to make the initial payment by January 10, 2018, and the Settling Party did so by wire
transfer on January 5, 2018; (ii) the copy of the purported settlement agreement that Mr. Bledsoe
emailed to me during our November 16, 2018 telephone conversation is not a true and correct
copy of the settlement agreement; and (iii) I had never seen the document with the initial
payment date of March 2018 before I received it from him on November 16, 2018. In the letter,
I also requested that Mr. Bledsoe prepare a proposed amendment to the settlement agreement
that reflected his request for the future payments owed pursuant to the settlement agreement be
made to Mr. Bledsoe’s firm’s client trust account instead of the trust account designated by
respondent. A true and correct copy of my November 20, 2018 letter is attached to this
Declaration as Exhibit 4.

16. On November 21, 2018, I sent Mr. Bledsoe a letter with a true and correct copy of the
settlement agreement attached to it via email. A true and correct copy of my November 21, 2018
letter, as well as a true and correct, though redacted, copy of the settlement agreement that was

attached to it are cumulatively attached to this Declaration as Exhibit 5.

4

DECLARATION OF DAVID J. SHEIKH




No R e Y N

17. On November 27, 2018, I provided Mr. Bledsoe with a copy of the confirmation of
the January 5, 2018 wire transfer of the initial $1,600,000 payment required in the settlement
agreement.

18. Consistent with my request, Mr. Bledsoe prepared an addendum to the settlement
agreement. On January 3, 2019, Mr. Barela and the Settling Party signed the addendum which
provided that the Settling Party would pay all future payments due under the settlement to Mr.
Bledsoe’s firm’s client trust account. A true and correct copy of the addendum to the settlement
agreement is attached to this Declaration as Exhibit 6.

I certify under penalty of perjury under the laws of the State of California that the

foregoing is true and correct.

]
3 UWO/
Dated: June =~ , 2019 V>

David J. She1H1 -
Declarant
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This Confidential Settlement Agreement (“Agreement”) is entered into as of
December 20, 2017, by and between Greg Barela, an individual who resides at 2801
Alton Parkway, Apt. 402, Irvine, California 92606 (“Barela”), and_ -

place of business at Barela

and [l aze collectively referred to as the “Parties.”
Recitals
Barela and [l are parties in an arbitration p

Judge Boyd N. Boland (Ret) styled Greg Barela v.
I AG Arbitration No. 2015-1031A (the “Arbitration”).

before Magistrate

In the Arbitration, Barela asserted claims for correction of inventorship of U.S.
Patent No. 8,662,787, a declaration that Barela is a co-owner with of U.S.
Patent No. 8,662,787; trade secret misappropriation; and unjust enrichment.
disputed Barela’s claims.

On December 20, 2017, Barela and [JJl] agreed to a final compromise and
settlement of the Arbitration and all disputes between them. Specifically, the Parties
entered into a binding and enforceable agreement setting forth the terms and
conditions of their final compromise and settlement, and further agreed to enter into
a formal written agreement by December 29, 2017.

This Agreement formally sets forth the terms and conditions of the Parties’
agreed-to final compromise and settlement of the Arbitration and all disputes
between them.

Definiti

For purposes of this Agreement, the following terms have the following
meanings:

i 8 A Party’s “Affiliate” means an entity or individual that Controls, is
Controlled by, is Controlling, or is under common Control with respect to the Party.

2. “Asserted Trade Secret” means: All trade secrets that were or could have
been asserted by Barela in the Arbitration, including but not limited to the Paver
Invention.

3. ‘I Patent Rights” means: (a) U.S. Patents Nos. 8,662,787;
8,827,590; 8,967,905;-D645,169; 8,236,392; 8,353,640; D637,318; and 7,244,477; and



(b) all provisional applications, parent applications, continuations, continuations-in-
part, divisionals, extensions, renewals, substitutions, reissues, reexaminations, inter
partesreviews and foreign counterparts of any of the patents identified in (a).

4. “Control” (including, with correlative meanings, “Controls,” “Controlled
by” and “Controlling”) means the power to direct or to cause the direction of the
management and policies of an entity or an individual, directly or indirectly, whether
through ownership of voting securities, by contract, or otherwise. With respect to a
corporation, limited liability company, partnership or other entity, control includes
direct or indirect ownership of at least fifty-one percent (51%) of the voting stock,
limited liability company interest, partnership interest or other voting interest (or

equivalent interest) in such corporation, limited liability company, partnership or
other entity.

5.  “Released Products” means: All products involving any of the [l
Patent Rights created, designed, made, used, offered for sale, distributed, sold, or
imported by, for, or under license from [Jij or any predecessor, Successor or
Affiliate of Released Products include, but are not limited to, Underlayment
products sold under the name PaverBase®.

6.  “Successor” means a Third Party that: (a) acquires substantially all the
assets of either Party; or (b) acquires all or a portion of I business relating to
the [} Patent Rights and/or the Released Products; or (¢) results from a
reconstruction, amalgamation, merger, consolidation or reorganization of or with

7. “Third Party” means any entity or individual other than Barela or

8. “Underlayments” means underlayments for use with pavers, patio
stones and other paving elements for pedestrian and/or vehicle traffic.

W ties and ntations

9. Barela, on behalf of himself and his predecessors and Affiliates,

warrants and represents that he has the authority to enter into and be bound by this
Agreement.

10. Barela, on behalf of himself and his predecessors and Affiliates.
warrants and represents that he is unaware of any claim by a Third Party against

I r<lated to the Asserted Trade Secret, the [JJJll Patent Rights or the Released
Products.



11. [ on behalf of itself and its predecessors and Affiliates, warrants
and represents that it has the authority to enter into and be bound by this Agreement.

Payments to Barela

12. [ will pay the total sum of One Million Nine Hundred Thousand
U.S. Dollars (USD 1,900,000) to Barela as follows:

a. The sum of One Million Six Hundred Thousand U.S. Dollars

(USD 1,600,000) will be paid by [JJJli] to Barela on January 10,
2018; and

b.  The sum of One Hundred Thousand U.S. Dollars (USD 100,000
will be paid by [JJJij to Barela on January 10, 2019; and

c. The sum of One Hundred Thousand U.S. Dollars (USD 100,000)
will be paid by [l to Barela on January 10, 2020; and

d. The sum of One Hundred Thousand U.S. Dollars {USD 100,000)
will be paid by [} to Barela on January 10, 2021.

13. The payments specified in paragraph 12 are subject to Barela's
(including his predecessors, Successors, assigns, heirs and Affiliates) ongoing
compliance with the Agreement.

14. Each of the payments specified in paragraph 12 shall be made by wire-
transfer to a trust account specified in an email from Barela’s counsel (Michael
Avenatti) to [l counsel (David Sheikh) on or before January 3, 2018.

Waiver and Releases

15. Barela, on behalf of himself and his predecessors, Successors, assigns,
heirs and Affiliates, hereby waives, releases and forever discharges all claims to any
rights or interest in or to the [JJJJll Patent Rights and the Released Products
including, without limitation, the ability or right to challenge, directly or by assisting
a Third Party, to the inventorship, validity or enforceability of any of the [ Patent
Rights, including any lawsuit, protest, opposition, interference, post-grant review,

reexamination, inter partes review or the like in any court or governmental agency
anywhere in the world.

16.  Barela, on behalf of himself and his predecessors, Successors, assigns,
heirs and Affiliates, hereby releases [} including its predecessors, Successors,
assigns, heirs and Affiliates, from any and all claims, liabilities, demands and causes
of action, whether or not now known, suspected or claimed, which Barela ever had,
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now has or claims to have, regarding the [JJJJl] Patent Rights and/or the Released
Products, including any such claims that were or could have been asserted in a court;
in the Arbitration, or in any other proceeding.

17. | on behalf of itself and its predecessors, Successors, assigns, heirs
.and Affiliates, hereby releases Barela, including his predecessors, Successors,
assigns, heirs and Affiliates, from any and all claims, liabilities, demands and causes
of action, whether or not now known, suspected or claimed, which [JJJli] ever had,
now has or claims to have, regarding the ] Patent Rights and/or the Released
Products, including any such claims that were or could have been asserted in a court,
in the Arbitration, or in any other proceeding.

Confidentiality

18. The Parties hereby agree that this Agreement and its terms and
conditions are and will remain confidential. The Parties further agree that they will
not disclose, provide, or produce this Agreement or its terms and conditions publicly
or to any Third Party. If a Party is asked about the outcome of the Arbitration, such
Party cannot disclose the existence of this Agreement or the Agreement’s terms and
conditions. The Parties shall only disclose that the dispute between Barela and [}
has been resolved. Notwithstanding the foregoing:

a. Either Party may disclose this Agreement to its attorneys and
accountants provided that such attorneys and accountants are
bound by confidentiality obligations commensurate with this
provision.

b. Either Party may disclose this Agreement and its terms and
conditions as may be required by law, regulation, subpoena, or
order of an arbitrator, a court, or other adjudicator of competent
jurisdiction. If this disclosure is made during the course of
litigation, the disclosure must be limited to the litigating parties’
outside counsel and the arbitrator, court, or other adjudicator of
competent jurisdiction.

C. Either Party may disclose this Agreement and its terms and
conditions to the extent necessary to enforce this Agreement
before a court or other adjudicator of competent jurisdiction.

d. | may privately state and confirm the fact that all disputes

between [JJl] and Barela have been resolved in the context of
confidential discussions with its business partners and suppliers.
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e. Bl 2y disclose this Agreement and its terms and conditions
to its contract manufacturer/supplier, JSP, its professional
advisors, its board of directors, released Third Parties, and
existing and potential investors, acquirers and purchasers,
provided that such entities or individuals are bound by
confidentiality obligations commensurate with this provision.

The Parties acknowledge and agree that this confidentiality provision is a material
term of this Agreement and that a failure to comply with it constitutes a material
breach of this Agreement. The Parties agree that it would be impossible, impractical
or extremely difficult to fix the actual damages suffered by reason of a breach of this
provision, and accordingly hereby agree that One Hundred Thousand U.S. Dollars
(USD 100,000) shall be presumed to be the amount of damages sustained by reason
of each such breach, without prejudice to the right of the non-breaching Party to also
seek injunctive or other equitable relief, if appropriate.

Non-Di ment

19. Each Party (including each Party’s respective officers, directors,
employees, predecessors, Successors, assigns, heirs and Affiliates) agrees not to make
any false, negative, critical or disparaging statements, implied or express, written or
oral, concerning the other Party (including the other Party’s officers, directors,
employees, predecessors, Successors, assigns, Affiliates and licensees) or the
products, services or business operations of the other Party (including the other
Party’s predecessors, Successors, assigns, heirs, Affiliates and licensees). Each Party
(including each Party’s respective officers, directors, employees, predecessors,
Successors, assigns, heirs and Affiliates) further agrees to do nothing that would
damage the business reputation or good will of the other Party (including the other
Party’s officers, directors, employees, predecessors, Successors, assigns, heirs,
Affiliates and licensees); provided, however, that nothing in this Agreement shall
prohibit either Party’s disclosure of information that is required to be disclosed in
compliance with applicable laws or regulations or by order of an arbitrator, a court,
or other adjudicator of competent jurisdiction. For the avoidance of doubt, this
provision prohibits Barela (including his predecessors, Successors, assigns, heirs and
Affiliates) from asserting, stating, or suggesting that Barela is an inventor or joint
inventor of any of the [JJJJl] Patent Rights, that the [JJJl] Patent Rights or the
Released Products use or incorporate any trade secrets or other intellectual property
of Barela, that Barela contributed in any way to the [JJJJli]l Patent Rights or the
Released Products. or that Barela has any rights or interest in any of the
Patent Rights or the Released Products. The Parties acknowledge and agree that this



non-disparagement provision is a material term of this Agreement and that a failure
to comply with it constitutes a material breach of this Agreement. The Parties agree
that it would be impossible, impractical or extremely difficult to fix the actual
damages suffered by reason of a breach of this provision, and accordingly hereby
agree that One Hundred Thousand U.S. Dollars (USD 100,000) shall be presumed to
.be the amount of damages sustained by reason of each such breach, without prejudice

to the right of the non-breaching Party to also seek injunctive or other equitable relief,
if appropriate.

Resolution of the Arbitration

20. Upon execution of this Agreement by both Parties, the Parties will
voluntarily dismiss, with prejudice, all claims and defenses made against each other
in the Arbitration. Each Party will pay its own fees, costs, and expenses, including
attorneys’ fees. Each Party will have the right to apply to the Judicial Arbiter Group,

Inc. for a refund of its share of the arbitration fees that were deposited to reserve the
Arbitration hearing dates.

Notices

21. Any notices required by this Agreement shall be made by email and
express mail delivery or courier, signature required, postage pre-paid as follows:

or For Barela:

Greg Barela

c/o Michael Avenatti, Esq.

520 Newport Center Drive
Suite 1400

Newport Beach, CA 92660
Email:
mavenatti@eaganavenatti.com

With a copy to:

David J. Sheikh

Lee Sheikh Megley & Haan

111 West Jackson Boulevard, Suite 2230
Chicago, Illinois 60604

Email: dsheikhitleesheikh.com




anegus

22. Nothing in this Agreement shall be deemed to create or constitute a

partnership, agency, employer-employee or joint venture relatienship between Barela
and

23. The Parties acknowledge that they were represented by their respective
counsel in connection with their settlement and this Agreement. This Agreement

shall be interpreted according to its fair construction and shall not be construed
against either Party.

24. This Agreement represents the entire agreement between Barela and
B «ith respect to the subject matter of this Agreement, and supersedes all prior
agreements, proposals, or understandings, whether written or oral, between Barela
and [l This Agreement may not be modified, changed, amended, supplemented
or rescinded except pursuant to a written instrument duly executed by Barela and

25. Neither this Agreement nor any of the rights, interests or obligations
hereunder shall be assigned or transferred by any Party without the prior written
consent of the other Party.

26. This Agreement is governed by, and construed in accordance with, the
laws of the State of Colorado.

27.  If any provision or portion of a provision of this Agreement is held by an
arbitrator, a court, or other adjudicator of competent jurisdiction to be invalid under
any applicable statute or rule of law, such arbitrator, court or other adjudicator is
authorized to modify such provision to the minimum extent necessary to make it
valid, and the remaining provisions or portions of provisions of this Agreement shall
in no way be affected or impaired thereby.

~ 28. This Agreement may be executed by Barela and [JJJl] in separate
counterparts and exchanged electronically, with the same effect as if Barela and
had signed the same instrument.

Barela and il hereby acknowledge their agreement and consent to the
terms and conditions set forth above through their respective signatures by a duly
authorized representative of each party:



GREG BARELA

Date:

President

its:

28 Dec 2017
Date:
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From: Steven E. Biedsoe

To: j ikh

Cc: Stephen G, Larson

Subject: Payment of Settlement Proceeds: Barela v. [ I
Date: Thursday, November 15, 2018 8:00:55 PM )
Mr. Sheikh,

Our firm has been engaged to represent Greg Barela in connection with his efforts to collect
the proceeds from his December 28, 2017 Confidential Settlement Agreement with [l

As you know, pursuant to the terms of the settlement agreement, [} Il agreed to pay
Mr. Barela the initial $1.6 million settlement payment on March 10, 2018. Such payment was
to be made via wire transfer to the client trust account of Mr. Barela’s then counsel, Michael
Avenatti. We ask that you confirm that the $1.6 million payment was made by [JJJJij USA.
We also ask that you provide us with a copy of the wire transfer confirmation.

We would greatly appreciate your prompt attention to this matter. I coincidentally happen to
be in Chicago through noon tomorrow. If you would like to discuss this matter in person,
please let me know and I will come by your office before I head to the airport. I can also be
reached on my cell phone at 818-921-0306. Thank you.

Best regards,
Steven E. Bledsoe
Partner
LARSON-O’BRIEN LLP

55 t, Sui 0
Los Angeles, CA_ 90071
213.436.4866 Direct
213.436,4888 Office
213.623.2000 Fax
sbledsoe@larsonobrienlaw.com

L e P e P e e

CONFIDENTIALITY NOTICE: This e-mail and any attachments are for the exclusive and
confidential use of the intended recipient. If you received this in error, please do not read,
distribute, or take action in reliance upon this message. Instead, please notify us immediately
by return e-mail and promptly delete this message and its attachments from your computer
system. We do not waive attorney-client or work product privilege by the transmission of this
message.
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LARSON-O’BRIENwur

Steven E. Bledsoe
Direct: 213.436.4866
Email: sbledsoe/@larsoncbrienlaw.com

YiA EMAIL
November 17, 2018

David J. Sheikh, Esq.
Lee Sheikh Megley& Haan
111 West Jackson Blvd.

Chicago, IL 60604
Re: Confidential Settlement Agreement - Barela v. ||| NGz N
Dear David:

This letter follows up on my email message to you on November 15, 2018 and our
telephone conversation on November 16, 2018 concerning the above-referenced matter.
Our firm has been engaged by Gregory Barela in connection with his efforts to collect the
proceeds due him pursuant to the terms of the Confidential Settlement Agreement
executed by Mr. Barela and [l Bl on December 28, 2017 (“Settlement Agreement™).

Mr. Barela has been advised by Michael Avenatti that [l Il did not make the initial
$1.6 million payment due under the terms of the Settlement Agreement. [ note that
paragraph 12.a. on page 3 of the copy of the Settlement Agreement provided to Mr, Barela
by Mr. Avenatti provides for the initial settiement payment to be made by ||} Il o
March 10, 2018. I understand from our telephone conversation that the Settlement
Agreement actually provides for the initial $1.6 million payment to be made in January
2018, which is why Bl xade the payment at that time.

Given these discrepancies. we ask that you promptly provide us with a true and correct
copy of the Settlement Agreement executed by Il 2nd Mr. Barela on December
28, 2018. We further request that you provide us with a copy of the wire transfer
confirmation for the $1.6 million settlement payment made by ] Il in January
2018, as well as any written correspondence with Mr. Avenatti’s firm concerning or
confirming the settlement payment.

Finally, Mr. Barela requests that [JJJJj Il make all future payments due him under the
Settlement Agreement by wire transfer to our firm’s client trust account. We will provide
wire transfer information for our client trust account under separate cover.

A SOUTH FLOWER JTREET LLATE 4o LOD ANGELES, CAsouri » TEL 235 4564353+ FAN L0235 2000

350 FIRST STREETNYW  SUITE 450 « WASHINGTON. DC 1000+ TEL 2027953900 FAX. 10:.795.3888

LARSONUGBRIESLAW COM



LARSON-O’BRIENwur

Steven E. Bledsoe
November 17, 2018
Page 2
We greatly appreciate your prompt attention to this matter.
Very truly yours,
LARSON O’BRIEN LLP
I
Steven E. Bledsoce
Approved and Confirmed:
355 SOUTH FLOMWER “TREET Ju U TE gao0 LT ANGELL D Ca yow! TEL 2i5.430.4823 FAX 20252000

440 FIRST STREET W « SUITE 350 WASHINGTON DC tovo: - TEL. :0:795.4000 « FAXN. :02.795.4533

LARSONOQBRIENLAW CON
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LEE SHEIKH MEGLEY & HAAN

111 West Jackson Boulevard, Suite 2230
) Chicago, Iinois 60604

{312)982-0070

www_leesheikh.com
David J. Sheikh
Direct Dial: (312} 982-0062 el ikh.com

Confidential

November 20, 2018

Via Email: sbledsoe{@larsanobrienlaw.com

Steven E. Bledsoe

Larson O’Brien LLP

555 South Flower Street

Suite 450

Los Angeles, California 90071

Re:  Confidential Settlement Agreement — Barela v. || || I

Dear Steven:

This responds to your letter of November 17, 2018. I also received your follow-up voicemail
message. | needed to discuss your letter with my client, which I have now done.

At the outset, I want to reemphasize and expand on what I told you when we spoke by
telephone on November 16, 2018. il finally and completely resolved its dispute with Greg Barela
under the terms of the December 20, 2017 Confidential Settlement Agreement (“Settlement
Agreement”). The Barela v. ] arbitration was dismissed, with prejudice, on December 29, 2017.
Furthermore, il bas fully complied with its obligations under the Settlement Agreement,
including making the $1.6 million payment to the account designated by Michael Avenatti on behalf
of Mr. Barela. The Setflement Agreement required [JJJij to make the payment by January 10, 2018,
and [l did so by wire transfer on January 5, 2018. Any assertion that [JJJjij did not make the $1.6
million payment is demonstrably false. The document that you emailed to me during our November
16, 2018 call is not a true and correct copy of the Settlement Agreement. We had not seen that
document before receiving it from you. [JJJi] is not involved in Mr. Barela’s dispute with Mr.
Avenatti, and is displeased that it has had to invest resources to address this matter in response to
your inquiries. Aside from its remaining obligations under the Settlement Agreement, il wants
no further dealings with Mr. Barela, Mr, Avenatti, or anyone associated with them.

You have requested that [JJJill provide a true and correct copy of the Settlement Agreement
and documentation confirming [l payment to Mr. Barela. As a precondition of [l providing
this information, I need written confirmation that all communications and information exchanged
between us regarding this matter will be treated in conformance with the confidentiality provision in
the Settlement Agreement, which states as follows:




November 20, 2018
Page 2

18. The Parties hereby agree that this Agreement and its terms and conditions are and
will remain confidential. The Parties further agree that they will not disclose, provide,
or produce this Agreement or its terms and conditions publicly or to any Third Party.
If a Party is asked about the outcome of the Arbitration, such Party cannot disclose
the existence of this Agreement or the Agreement's terms and conditions. The Parties
shall only disclose that the dispute between Barela and [l

has been resolved. Notwithstanding the foregoing:

a. Either Party may disclose this Agreement to its attorneys and accountants
provided that such attorneys and accountants are bound by confidentiality
obligations commensurate with this

provision.

b. Either Party may disclose this Agreement and its terms and conditions as
may be required by law, regulation, subpoena, or order of an arbitrator, a court,
or other adjudicator of competent jurisdiction. If this disclosure is made during
the course of litigation, the disclosure must be limited to the litigating parties’
outside counsel and the arbitrator, court, or other adjudicator of

competent jurisdiction.

c. Either Party may disclose this Agreement and its terms and conditions to
the extent necessary to enforce this Agreement before a court or other
adjudicator of competent jurisdiction.

d. Il may privately state and confirm the fact that all disputes between
Il 2nd Barela have been resolved in the context of confidential discussions
with its business partners and suppliers.

¢. [l may disclose this Agreement and its terms and conditions to its
contract manufacturer/supplier, JSP, its professional advisors, its board of
directors, released Third Parties, and existing and potential investors, acquirers
and purchasers, provided that such entities or individuals are bound by
confidentiality obligations commensurate with this provision.

The Parties acknowledge and agree that this confidentiality provision is a material
term of this Agreement and that a failure to comply with it constitutes a material
breach of this Agreement. The Parties agree that it would be impossible, impractical
or extremely difficult to fix the actual damages suffered by reason of a breach of this
provision, and accordingly hereby agree that One Hundred Thousand U.S. Dollars
(USD 100,000} shall be presumed to be the amount of damages sustained by reason
of each such breach, without prejudice to the right of the non-breaching Party to also
seek injunctive or other equitable relief, if appropriate.

The Settlement Agreement requires three future payments by il to Mr. Barela. You have
requested that [l make these payments to your firm’s client trust account. However, this will
require a formal amendment to the Settlement Agreement. Paragraph 14 of the Settlement Agreement
states that “[e]ach of the payments specified in paragraph 12 shall be made by wire-transfer to a trust
account specified in an email from Barela’s counsel (Michael Avenatti) to Il counsel (David
Sheikh) on or before January 3, 2018.” On January 2, 2018, Mr. Avenatti provided the wire-transfer
instructions, which are a material part of the agreement. [JJJlil made the $1.6 million payment into




November 20, 2018

Page 3

the account designated by Mr. Avenatti. Please prepare a proposed amendment to the Settlement
Agreement that reflects your request for the future payments to be made to your firm’s client trust
account instead of the trust account designated by Mr. Avenatti. Notice of the amendment will need
to be provided to Mr. Avenatti.

Please get back to me regarding the above.

Best regards,

David J. Sheikh
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LEE SHEIKH MEGLEY & HAAN

111 West Jackson Boulevard, Suite 2230
Chicago, lllinois 60604

(312)982-0070
www.leesheikh.com
David J. Sheikh
Direct Dial: (312) 982-0062 dsheikh@ileesheikh com
Confidential
November 21, 2018

Via Email: sbledsoe@larsonobrienlaw.com

Steven E. Bledsoe

Larson O’Brien LLP

555 South Flower Street

Suite 450

Los Angeles, California 90071

Re:  Confidential Settlement Agreement — Barela v. ||| NGz T
Dear Steven:

This responds to your letter of November 20, 2018. Thanks for confirming that Mr. Barela
and your firm will comply with the confidentiality provisions of the Confidential Settlement
Agreement executed by Mr. Barela and [l on December 28, 2017 (“Settlement Agreement™) in
connection with this matter. I have enclosed a true and correct copy of the fully executed Settiement
Agreement. We are still in the process of gathering the complete wire-transfer information. I will let
you know when I have that information. To reiterate, the wire-transfer information must be treated
in conformance with the confidentiality provision in the Settlement Agreement.

We agree that paragraphs 18.b.-c. address the situations described in the third paragraph of
your letter. To the extent the confidentiality provision in the Settlement Agreement is inconsistent
with applicable legal or ethical requirements, [l will not assert that compliance with those
requirements constitutes a breach of the confidentiality provision.

Thanks for agreeing to prepare a proposed amendment to the Settlement Agreement and to
notify Mr. Avenatti of the amendment. We will review the proposed amendment once we receive it.

Best gggards,

David J. Sh

Enclosure



This Confidential Settlement Agreement (“Agreement”’) is entered into as of
December 20, 2017, by and between Greg Barela, an individual who resides at 2801

Alton Parkwai, Ait. 402, Irvine, California 92606 (“Barela™, and || | |} NENE BN

d/b/a a Colorado limited liability company with its principal
place of business at Barela
and are collectively referred to as the “Parties.”

Recitals
Barela and ] are parties in an arbitration pending before Magistrate
Judge Bovd N. Boland (Ret.) styled Greg Barela v. || R T 22: IR
ﬁ JAG Arbitration No. 2015-1031A (the “Arbitration”).
In the Arbitration, Barela asserted claims for correction of inventorship of U.S.
Patent No. 8,662,787 a declaration that Barela is a co-owner with [JJJij of U.S.

Patent No. 8,662,787, trade secret misappropriation; and unjust enrichment.
disputed Barela’s claims.

On December 20, 2017, Barela and [JJli] agreed to a final compromise and
settlement of the Arbitration and all disputes between them. Specifically, the Parties
entered into a binding and enforceable agreement setting forth the terms and
conditions of their final compromise and settlement, and further agreed to enter into
a formal written agreement by December 29, 2017.

This Agreement formally sets forth the terms and conditions of the Parties’
agreed-to final compromise and settlement of the Arbitration and all disputes
between them.

Definitions

For purposes of this Agreement, the following terms have the following
meanings:

il A Party’s “Affiliate” means an entity or individual that Controls, is
Controlled by, is Controlling, or is under common Control with respect to the Party.

o “Asserted Trade Secret” means: All trade secrets that were or could have
been asserted by Barela in the Arbitration, including but not limited to the Paver
Invention.

3. ‘Bl Patent Rights” means: (a) U.S. Patents Nos. 8,662,78T;
8,827,590; 8,967,905;- D645,169; 8,236,392; 8,353,640; D637,318; and 7,244,477 and



(b) all provisional applications, parent applications, continuations, continuations-in-
part, divisionals, extensions, renewals, substitutions, reissues, reexaminations, inter
partesreviews and foreign counterparts of any of the patents identified in (a).

4. “Control” (including, with correlative meanings, “Controls,” “Controlled
by” and “Controlling”) means the power to direct or to cause the direction of the
management and policies of an entity or an individual, directly or indirectly, whether
through ownership of voting securities, by contract, or otherwise. With respect to a
corporation, limited liability company, partnership or other entity, control includes
direct or indirect ownership of at least fifty-one percent (51%) of the voting stock,
limited liability company interest, partnership interest or other voting interest {or
equivalent interest) in such corporation, limited liability company, partnership or
other entity.

5. “Released Products” means: All products involving any of the |l
Patent Rights created, designed, made, used, offered for sale, distributed, sold, or
imported by, for, or under license from [} or any predecessor, Successor or
Affiliate of [l Released Products include, but are not limited to, Underlayment
products sold under the name PaverBase®.

6. “Successor” means a Third Party that: (a) acquires substantially all the
assets of either Party; or (b) acquires all or a portion of [JJJilj business relating to
the ]l Patent Rights and/or the Released Products; or (¢) results from a
reconstruction, amalgamation, merger, consolidation or reorganization of or with

7. “Third Party” means any entity or individual other than Barela or

8. “Underlayments” means underlayments for use with pavers, patio
stones and other paving elements for pedestrian and/or vehicle traffic.

Warranties and Representations

9. Barela, on behalf of himself and his predecessors and Affiliates,

warrants and represents that he has the authority to enter into and be bound by this
Agreement.

10. Barela, on behalf of himself and his predecessors and Affiliates.
warrants and represents that he is unaware of any claim by a Third Party against

Bl rclated to the Asserted Trade Secret, the ]l Patent Rights or the Released
Products.



11. [ on behalf of itself and its predecessors and Affiliates, warrants
and represents that it has the authority to enter into and be bound by this Agreement.

Payments to Barela

12. [ will pay the total sum of One Million Nine Hundred Thousand
U.S. Dollars (USD 1,900,000) to Barela as follows:

a. The sum of One Million Six Hundred Thousand U.S. Dollars
(USD 1,600,000) will be paid by [JJJlij to Barela on January 10,
2018; and

b. The sum of One Hundred Thousand U.S. Dollars (USD 100,000)
will be paid by ] to Barela on January 10, 2019; and

c. The sum of One Hundred Thousand U.S. Dollars (USD 100,000)
will be paid by [l to Barela on January 10, 2020; and

d. The sum of One Hundred Thousand U.S. Dollars (USD 100,000)
will be paid by |l to Barela on January 10, 2021.

13. The payments specified in paragraph 12 are subject to Barela’s
(including his predecessors, Successors, assigns, heirs and Affiliates) ongoing
compliance with the Agreement.

14. Each of the payments specified in paragraph 12 shall be made by wire-
transfer to a trust account specified in an email from Barela’s counsel (Michael
Avenatti) to |JJJll counsel (David Sheikh) on or before January 3, 2018.

Waiver and Releases

15.  Barela, on behalf of himself and his predecessors, Successors, assigns,
heirs and Affiliates, hereby waives, releases and forever discharges all claims to any
rights or interest in or to the |JJJJl]l Patent Rights and the Released Products
including, without limitation, the ability or right to challenge, directly or by assisting
a Third Party, to the inventorship, validity or enforceability of any of the [ Patent
Rights, including any lawsuit. protest, opposition, interference, post-grant review,
reexamination, infer partes review or the like in any court or governmental agency
anywhere in the world. '

16. Barela, on behalf of himself and his predecessors, Successors, assigns,
heirs and Affiliates, hereby releases [l including its predecessors, Successors,
assigns, heirs and Affiliates, from any and all claims, liabilities, demands and causes
of action, whether or not now known, suspected or claimed, which Barela ever had,
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now has or claims to have, regarding the [JJJJl] Patent Rights and/or the Released
Products, including any such claims that were or could have been asserted in a court;
in the Arbitration, or in any other proceeding.

17. | or behalf of itself and its predecessors, Successors, assigns, heirs
.and Affiliates, hereby releases Barela, including his predecessors, Successors,
assigns, heirs and Affiliates, from any and all claims, liabilities, demands and causes
of action, whether or not now known, suspected or claimed, which [JJJJij ever had,
now has or claims to have, regarding the [JJJJl] Patent Rights and/or the Released
Products, including any such claims that were or could have been asserted in a court,
in the Arbitration, or in any other proceeding.

Confidentiality

18. The Parties hereby agree that this Agreement and its terms and
conditions are and will remain confidential. The Parties further agree that they will
not disclose, provide, or produce this Agreement or its terms and conditions publicly
or to any Third Party. If a Party is asked about the outcome of the Arbitration, such
Party cannot disclose the existence of this Agreement or the Agreement’s terms and
conditions. The Parties shall only disclose that the dispute between Barela and ||}
has been resolved. Notwithstanding the foregoing:

a. Either Party may disclose this Agreement to its attorneys and
accountants provided that such attorneys and accountants are
bound by confidentiality obligations commensurate with this
provision.

b. Either Party may disclose this Agreement and its terms and
conditions as may be required by law, regulation, subpoena, or
order of an arbitrator, a court, or other adjudicator of competent
jurisdiction. If this disclosure is made during the course of
litigation, the disclosure must be limited to the litigating parties’
outside counsel and the arbitrator, court, or other adjudicator of
competent jurisdiction.

c. Either Party may disclose this Agreement and its terms and
conditions to the extent necessary to enforce this Agreement
before a court or other adjudicator of competent jurisdiction.

d. Bl 2y privately state and confirm the fact that all disputes

between [l and Barela have been resolved in the context of
confidential discussions with its business partners and suppliers.

4



e. [ may disclose this Agreement and its terms and conditions
to its contract manufacturer/supplier, JSP, its professional
advisors, its board of directors, released Third Parties, and
existing and potential investors, acquirers and purchasers,
provided that such entities or individuals are bound by
confidentiality obligations commensurate with this provision.

The Parties acknowledge and agree that this confidentiality provision is a material
term of this Agreement and that a failure to comply with it constitutes a material
breach of this Agreement. The Parties agree that it would be impossible, impractical
or extremely difficult to fix the actual damages suffered by reason of a breach of this
provision, and accordingly hereby agree that One Hundred Thousand U.S. Dollars
(USD 100,000) shall be presumed to he the amount of damages sustained by reason
of each such breach, without prejudice to the right of the non-breaching Party to also
seek injunctive or other equitable relief, if appropriate.

Non-Di ment,

19. Each Party (including each Party’s respective officers, directors,
employees, predecessors, Successors, assigns, heirs and Affiliates) agrees not to make
any false, negative, critical or disparaging statements, implied or express, written or
oral, concerning the other Party (including the other Party’s officers, directors,
employees, predecessors, Successors, assigns, Affiliates and licensees) or the
products, services or business operations of the other Party (including the other
Party’s predecessors, Successors, assigns, heirs, Affiliates and licensees). Each Party
{including each Party’s respective officers, directors, employees, predecessors,
Successors, assigns, heirs and Affiliates) further agrees to do nothing that would
damage the business reputation or good will of the other Party (including the other
Party’s officers, directors, employees, predecessors, Successors, assigns, heirs,
Affiliates and licensees); provided, however, that nothing in this Agreement shall
prohibit either Party’s disclosure of information that is required to be disclosed in
compliance with applicable laws or regulations or by order of an arbitrator, a court,
or other adjudicator of competent jurisdiction. For the avoidance of doubt, this
‘provision prohibits Barela (including his predecessors, Successors, assigns, heirs and
Affiliates) from asserting, stating, or suggesting that Barela is an inventor or joint
inventor of any of the il Patent Rights, that the |JJJl] Patent Rights or the
Released Products use or incorporate any trade secrets or other intellectual property
of Barela, that Barela contributed in any way to the [JJJJl} Patent Rights or the
Released Products. or that Barela has any rights or interest in any of the |}
Patent Rights or the Released Products. The Parties acknowledge and agree that this



non-disparagement provision is a material term of this Agreement and that a failure
to comply with it constitutes a material breach of this Agreement. The Parties agree
that it would be impossible, impractical or extremely difficult to fix the actual
damages suffered by reason of a breach of this provision, and accordingly hereby
agree that One Hundred Thousand U.S. Dollars (USD 100,000) shall be presumed to
.be the amount of damages sustained by reason of each such breach, without prejudice
to the right of the non-breaching Party to also seek injunctive or other equitable relief,
if appropriate.

Resolution of the Arbitration

20. Upon execution of this Agreement by both Parties, the Parties will
voluntarily dismiss, with prejudice, all claims and defenses made against each other
in the Arbitration. Each Party will pay its own fees, costs, and expenses, including
attorneys’ fees. Each Party will have the right to apply to the Judicial Arbiter Group,
Inc. for a refund of its share of the arbitration fees that were deposited to reserve the
Arbitration hearing dates.

Notices

21. Any notices required by this Agreement shall be made by email and
express mail delivery or courier, signature required, postage pre-paid as follows:

For For Barela:

Greg Barela

¢/o Michael Avenatti, Esq.

520 Newport Center Drive
Suite 1400

Newport Beach, CA 92660
Email:
mavenatti@eaganavenatti.com

With a copy to:

David J. Sheikh

Lee Sheikh Megley & Haan

111 West Jackson Boulevard, Suite 2230
Chicago, Illinois 60604

Email: dsheikhivleesheikh.com




Miscellaneous

22. Nothing in this Agreement shall be deemed to create or constitute a

partnership, agency, employer-employee or joint venture relationship between Barela
and

23. The Parties acknowledge that they were represented by their respective
counsel in connection with their settlement and this Agreement. This Agreement
shall be interpreted acecording to its fair construction and shall not be construed
against either Party.

24. This Agreement represents the entire agreement between Barela and
I vith respect to the subject matter of this Agreement, and supersedes all prior
agreements, proposals, or understandings, whether written or oral, between Barela
and [l This Agreement may not be modified, changed, amended, supplemented
or rescinded except pursuant to a written instrument duly executed by Barela and

25. Neither this Agreement nor any of the rights, interests or obligations
hereunder shall be assigned or transferred by any Party without the prior written
consent of the other Party.

26. This Agreement is governed by, and construed in accordance with, the
laws of the State of Colorado.

27.  If any provision or portion of a provision of this Agreement is held by an
arbitrator, a court, or other adjudicator of competent jurisdiction to be invalid under
any applicable statute or rule of law, such arbitrator, court or other adjudicator is
authorized to modify such provision to the minimum extent necessary to make it
valid, and the remaining provisions or portions of provisions of this Agreement shall
in no way be affected or impaired thereby.

- 28. This Agreement may be executed by Barela and i} in separate
counterparts and exchanged electronically, with the same effect as if Barela and
I 1-2d signed the same instrument.

Barela and [} hereby acknowledge their agreement and consent to the
terms and conditions set forth above through their respective signatures by a duly
authorized representative of each party:



GREG BARELA

Date:

d’/b/a

By:
President

Its:
28 Dec 2017

Date:




L — g g Y, Yo




EXHIBIT 6



ADDENDUM TO CONFIDENTIAL SETTLEMENT AGREEMENT
This Addendum to Confidential Settlement Agreement (*Addendum™) is entered into as

of January 3, 2019, cen Gregory Barela (“Barela”), and [ B
* Barela and are collectively referred to as the “Parties.”
Recitals

Barela and [JJli] entered into a Confidential Settlement Agreement (“Agreement™) as of
December 20, 2017 that was signed by the Parties on December 28, 2017.

Paragraph 12 of the Agreement provided that [JJifvould make the following four
settlement payments to Barela: (1) $1.6 million by January 10, 2018; (2) $100,000 by January
10, 2019; (3) $100,000 by January 10, 2020; and (4) $100,000 by Jammary 10, 2021,

Paragraph 13 of the Agreement provided that “the payments specified in paragraph 12
shall be made by wire-transfer to a trust account specified in an email from Barela’s counsel
(Michael Avenatti) to [JJJli] counsel (David Sheikh) on or before January 3, 2018.”

On January 2, 2018, Avenatti sent an email to Sheikh that specified an account and
provided wire-transfer instructions.

On January 5, 2018 [l made the initial $1.6 million settlement payment by wire
transfer to the account specified by Avenatti and has provided Barela with a wire transfer
confirmation showing that the payment was made by and received into the account
designated by Avenatti. Accordingly, [ has fully complied with its obligation to make the
initial $1.6 million payment by January 10, 2018.

Barela has represented to [JJJJJj that paragraph 12 of the pastial copy of the Agreement
that Avenatti provided to Barela on December 28, 2017, and the complete copy of the
Agreement that Avenatti’s office provided to Barela on or about June 29, 2018, contain
payments dates of March 10, 2018, March 10, 2019, March 10, 2020, March 10, 2021,
respectively, for [JJJl] settlement payments to Barela. Avenatti told Barela that the settlement
payments were payable in March of each year (not January).

At the request of Barela, on November 21, 2018, [JJJJJj provided Barela with a true and
correct copy of the fully executed Agreement which states that the initial payment of $1.6
million was due by January 10, 2018; a payment of $100,000 is due by January 10, 2019; a
payment of $100,000 is due by January 10, 2020; and a payment of $100,000 is due by January
10, 2021.

Barela has represented to ] that Avenatti has repeatedly represented to him that
I did oot make the initial $1.6 million payment due under the Agreement and that Avenatti
has been making efforts to collect the $1.6 million that [} had allegedly failed to pay on the
purported March 10, 2018 due date specified in the copies of the Agreement Avenatti provided
to Barela.

Barela has retained new counsel, Steven E. Bledsoe and Stephen G. Larson of Larson
O’Brien LLP, to represent him with respect to his efforts to collect the amounts due to him under
the Agreement.




Barela has represented to [JJij that Avenatti has not responded to Larson O’Brien’s
November 17 and December 5, 2018 letters to Avenatli requesting that he: (1) confirm, in
writing, his representations to Barela that [l had failed to make the initial $1.6 million
payment due under the texms of the Agreement; (2) promptly provide a true and correct copy of
the Agreement; and (3) provide an immediate accounting in the event [JJJJj hzd made the initial
$1.6 million payment provided for in the Agreement.

Barela has requested that [JJJJlj make all further payments due to him under the
Agreement via wire transfer to the trust account of Larson O’Brien LLP and, based on Barela’s
above-referenced representations, ] bas agreed to do so.

Agreement

1. | will pay all futare amounts due under the Agreement to the trust account of
Larson O’Brien LLP, as follows:

Wells Fargo Bank

433 N. Camden Drive

Beverly Hills, CA 90210

ABA Routing No: 121000248

Account No.: -2776

Account Name: Larson O’Brien LLP IOLTA Trust Account

2, Any future notices to Barela required by the Agreement shall be made by email
and express mail delivery or courier, signature required, postage pre-paid to: Gregory Barela,
c/o Steven E. Bledsoe, Esq., Larson O’Brien LLP, 555 S. Flower Street, Suite 4400, Los

Angeles, CA 90071.

3. This Addendum may be executed by Barela and Weparate counterparts ;
and exchanged electronically, with the same effect as if Barela and had signed the same
instrument.

|

Barela and [l hereby acknowledge their agreement and consent to the terms and 3
conditions set forth above through their respective signatures:

GREGORY BARELA

/J‘ Xv\w Date: January 3, 2019

" Date: January 3 , 2019

CFO and VP of Administration




DECLARATION OF JOY NUNLEY



2 W

~ O

[#4]

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

STATE BAR OF CALIFORNIA
OFFICE OF CHIEF TRIAL COUNSEL
MELANIE J. LAWRENCE, No. 230102
INTERIM CHIEF TRIAL COUNSEL
ANTHONY J. GARCIA, No. 171419
ASSISTANT CHIEF TRIAL COUNSEL
ANAND KUMAR, No. 261592
SUPERVISING ATTORNEY

ELI D. MORGENSTERN, No. 190560
SENIOR TRIAL COUNSEL

845 South Figueroa Street

Los Angeles, California 90017-2515
Telephone: (213) 765-1334

STATE BAR COURT
HEARING DEPARTMENT - LOS ANGELES

In the Matter of: ) Case No.

)
MICHAEL JOHN AVENATTI, ) DECLARATION OF JOY NUNLEY
No. 206929, )

)} {(OCTC Case No. 19-TE-16715)

' )
A Member of the State Bar )
I, Joy Nunley, declare:

1. All statements made herein are true and correct and are based on my personal
knowledge unless indicated as based on information or belief, and as to those statements [ am
informed and believe them to be true. If necessary, I could and would competently testify to the
statements made herein.

2. Tam an investigator employed by the Office of Chief Trial Counsel of the State Bar
(“State Bar”). I have been employed as a State Bar Investigator for over 28 years.

3. On February 1, 2019, I was assigned to investigate QCTC case number 19-0-10483.

4. Case Number 19-O-10483 is based upon a complaint submitted by Mr. Steven E.
Bledsoe, an attorney, on behalf of Mr. Gregory Barela, against Mr. Michael John Avenatti, the

respondent in these disciplinary proceedings. I have checked the records maintained by the State

-1-
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Bar and confirmed that respondent was admitted to the State Bar on June 1, 2000, and does not

have a prior record of discipline.

5. The gravamen of Mr. Bledsoe’s complaint on behalf of Mr. Barela is that:

®

(i)

(iii)

(iv)

™)

(vi)

(vii)

between on or about December 22, 2017, and on or about December 27,
2017, respondent negotiated a settlement agrecment with the Settling
Party' on behalf of Mr. Barela, respondent’s client;

the settlement agreement required the Settling Party to make an initial
payment of $1,600,000 by January 10, 2018, and three additional
payments of $100,000 by January 10 of 2019, 2020, and 2021,
respectively, for a total of $1,900,000;

on December 28, 2017, unbeknownst to Mr. Barela, respondent provided
Mr. Barela with an altered copy of the settlement agreement which falsely
represented the payment schedule as $1,600,000 due by March 10, 2018,
and $100,000 due by March 10 of each of the three subsequent years;

on December 28, 2017, respondent provided a signature page bearing
Mr. Barela’s signature to the Settling Party’s attorney;

on December 29, 2017, respondent received a complete copy of the fully
executed settlement agreement with Mr. Barela’s and the Settling Party’s
signature, which included the payment schedule that had actually been
negotiated by respondent but had been concealed from Mr. Barela;

on January 2, 2018, respondent sent an email to the Settling Party’s
attorney to wire the initial $1,600,000 settlement payment to the client
trust account designated by respondent;

on January 5, 2018, as instructed by respondent, the Settling Party wired
the mitial $1,600,000 settlement payment to the client trust account

designated by respondent in his January 2, 2018 email;

' The corporation is not identified by name due to the confidentiality of the settlement

agreement.
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(viii)  after subtracting respondent’s contingency fee, respondent was required to
maintain approximately $840,000 in the client trust account on behalf of
Mr. Barela;

(ix)  between March 2018 and November 2018, respondent responded to
Mr. Barela’s inquiries concerning the status of his settlement funds with
lies and evasions;

x) between April 5, 2018, and November 5, 2018, respondent provided
Mr. Barela with a total of $130,000, which respondent referred to as
“advances” on the initial settlement payment, which respondent falsely
represented to Mr. Barela as not having received;

(xi)  to date, respondent has not paid Mr. Barela the remaining $710,000 that he
owes to Mr. Barela; and

(xii)  respondent never provided Mr. Barela with an accounting of the
scttlement funds or his client file.

6. The January 2, 2018 email from respondent to the Settling Party’s attorney
was one of the numerous documents that Mr. Bledsoe attached to his State Bar complaint. In the
email, respondent instructed the Settling Party to wire the initial $1,600,000 payment to City
National Bank, account no. Xxxxxx5566.

7. On April 24, 2019, pursuant to the State Bar’s subpoena, the State Bar received
records related to City National Bank, account no. xxxxx5566. The account is titled, “Michael J.
Avenatti Attorney Client Trust Account (BAR Settlement)” (“Barela CTA™). A true and correct
copy of the bank records related to the Barcla CTA are attached to this Declaration as Exhibit 1.

8. After I received the bank records for the Barela CTA, I reviewed and prepared an
Excel spreadsheet based on them. A true and correct copy of the Excel spreadsheet that [
prepared is attached to this Declaration as Exhibit 2.

9. In addition to creating the Excel spreadsheet, I also created a chart wherein I sorted

2 The full account number is omitted for privacy reasons.
3.
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the outgoing debits from the Barela CTA by payee. A true and correct copy of the chart I created

sorting the outgoing debits from the Barela CTA by payee is attached to this Declaration as

Exhibit 3.

10. The subpoenaed bank records establish that:

(1)

(i1)
(iii)

(iv)

v)

(vi)

(vii)

(viii)

on January 5, 2018, the $1,600,000 initial settlement payment was
wired by the Settling Party into the Barela CTA;

prior to January 5, 2018, the balance in the Barela CTA was $0.00;
the January 5, 2018, wire transfer was the first and last deposit of
any kind made into the Barela CTA, not including interest;
respondent never paid himself or his law firm in one lump sum the
contingency fee of $740,000 to which he was entitled per his fee
agreement with Mr. Barela;

respondent made numerous withdrawals from the Barela CTA for
his own personal benefit, including purchasing a cashier's check
payable to Edward Ricci, a Florida attorney, on January 8, 2018 in
the amount of $617,840.44, five wire transfers to Dillanos Coffee
Roasters between January 8, 2018, and February 12, 2018 in the
total amount of $120,187.03; four wire transfers to Alki Bakery
between January 16, 2018, and February 12, 2018 in the total
amount of $43,505.41; and one wire transfer on January 24, 2018
to TD Ameritrade Clearing Inc. in the amount of $44,791.45;

by January 8, 2018, the balance in the Barela CTA decreased to
$924,089.25;

by January 10, 2018, the balance in the Barela CTA decreased to
$760,036.25;

By March 9, 2018, the balance in the Barela CTA decreased to
$4,621.73.
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(ix) by March 10, 2018—the date that Mr. Barela anticipated
respondent would receive the first installment of the settlement
funds—respondent had already disbursed to himself or other third
parties approximately $835,378.27 (i.e., 99% of the $840,000
respondent was required to maintain in the Barela CTA);

(x)  byMarch 14, 2018, about two months after the Settling Party
wired the initial settlement payment of $1,600,000 into the Barela
CTA, and before respondent had made any disbursements to, or for|
the benefit of, Mr. Barela from the Barela CTA, the balance in the
Barela CTA was $609.87; and

(xi) by January 15, 2019, about one year after the Settling Party wired
the initial settlement payment of $1,600,000 into the Barela CTA,
and before respondent had made any disbursements to, or for the
benefit of, Mr. Barela from the Barela CTA, the balance in the
Barela CTA was $0.00.

(Exhibit 1, at pp. 7-21, 25-35, and Exhibits 2-3 attached hereto.)

11. On February 27, 2019, [ sent Ms. Ellen Pansky, respondent’s counsel, a letter via
U.S. Mail and email asking her to respond to the allegations of misconduct being investigated by
the State Bar in connection with OCTC case number 19-0-10483 by no later than March 15,
2019.

12. On March 14, 2019, Ms. Pansky sent me a letter via U.S. Mail and email requesting
an extension of time to respond to my February 27, 2019 letter to March 22, 2019. I agreed to
the extension.

13. On March 21, 2019, Ms. Pansky sent me a letter via U.S. Mail and email requesting
an additional extension of time to respond to my February 27, 2019 letter to April 1, 2019, 1
agreed to the extension.

14. 1 am informed and believe that on Monday, March 24, 2019, the United States

-5
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Attorney for the Southern District of New York and for the Central District of California
coordinated to arrest respondent at the same time for unrelated charges. I am informed and
believe that the United States Attorney for the Southern District arrested respondent in
connection with charges filed in the matter titled United States of America v. Michael John
Avenatti, United States District Court, Southern District of New York, Case Number 1:19-mj-
02927-UA-1. T am informed and believe that the complaint filed in case number 1:19-mj-02927-
UA-] charges that respondent tried to extort millions of dollars from Nike, Inc., the apparel
company. A true and correct copy of the complaint in Case Number 1:19-mj-02927-UA-1 that I
downloaded from PACER on April 29, 2019 is attached to this Declaration as Exhibit 4.

15. I am informed and believe that the United States Attorney for the Central District of
California arrested respondent in connection with charges filed in the matter titled United States
of America v. Michael John Avenatti, United States District Court, Central District of California
(Southern Division-Santa Ana), Case Number 8:19-mj-00241. I am informed and believe that
the complaint filed in case number 8:19-mj-00241 charges respondent with embezzling from a
client, specifically Mr. Barela, and defrauding a bank by using false tax returns to obtain a loan.
A true and correct copy of the complaint in Case Number 8:19-mj-00241filed as to respondent
and approved by Magistrate Judge Douglas F. McCormick as to respondent that | downloaded
from PACER on April 29, 2019 is attached to this Declaration as Exhibit 5.

16. On March 29, 2019, Ms. Pansky sent me letter via U.S. Mail and email. In the

letter, Ms. Pansky stated, among other things:

“As I am sure you are also well aware, Mr. Avenatti was arrested

in New York last Monday, and he is being charged in criminal
proceedings in both New York and California. As he was compiling
information for me to use to provide the response due to your office,

his computers and files were seized by the authorities, and he also is now
precluded from communicating with his assistant. Consequently, it is
not possible for him to provide me with the information and materials
needed to complete my letters of explanation.”




10
11
12
13
14
15
16
&7}
18
19
20
21
22
23
24
25
26
27
28

A true and correct copy of Ms. Pansky’s March 29, 2019 letter is attached to this Declaration as
Exhibit 6. At no time has Ms. Pansky provided a substantive response to the allegations of
misconduct being investigated by the State Bar in connection with Case Number 19-O-10483.

17. I'am informed and believe that on April 10, 2019, the United States Attorney for
the Central District of California filed an indictment against respondent in a criminal matter titled
United States of America v. Michael John Avenatti, United States District Court (Southern
Division-Santa Ana), Case Number CR 8:19-cr-00061 (JVS). The indictment charges that
respondent, among other charges, embezzled funds belonging to four of his former clients,
including Mr. Barela. A true and correct copy of the Indictment in Case Number CR 8:19-cr-
00061 (JVS) that I downloaded from PACER on April 29, 2019 is attached to this Declaration as
Exhibit 7.

18. I am informed and believe that on the same day, i.e, April 10, 2019, Case Number
8:19-mj-00241 was merged into Case Number 8:19-cr-00061 and terminated. A true and correct
copy of the docket for Case Number 8:19-mj-00241 that [ downloaded from PACER on April
29, 2019 is attached to this Declaration as Exhibit 8.

19. Tam informed and believe that on May 22, 2019, the United States Attorney for the
Southern District of New York filed an indictment against respondent in a criminal matter titled
United States of America v. Michael John Avenatti, United States District Court, Southern
District of New York, Case Number CR 19-Cr. 374. The indictment charges that respondent,
among other charges, embezzled funds belonging to a fifth client. A true and correct copy of the
Indictment in Case Number 19 Cr. 374 that [ downloaded from PACER on May 28, 2019 is
attached to this Declaration as Exhibit 9.

I declare under penalty of perjury under the laws of the State of California that the

foregoing is true and correct and that this Declaration is executed this 3" day of June, 2019, at

i%@ﬂg@w/

Declarant

Los Angeles, California.
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Frcoem: 03/26» 19 12:28 #053 P.O0O2/009

THE STATE BAR OF CALIFORNIA g _ 9325
OFFICE OF CHIEF TRIAL COUNSEL

SUBPOENA

(California Business and Professions Code Sections 6049 to 6052 and 6069)

Received
) Case No, 19-O-10483 . LT
In the Matter of ) ‘f;f\R 2 h ’{m‘“
) INVESTIGATION SUBPOENA ¥
) FOR PRODUCTION OF A saralie RO
A Statc Bar Investigation. } DOCUMENTS AND THINGS - L_,Umphance SM pon
) (TRUST ACCOUNT FINANCIAL RECORDS)
\To ooy @ 130 pw
THE STATE BAR OF CALIFORNIA, TO: Custodian of Records
City National Bank
89 South Lake Avenue, Suite 100 \ \a't:-‘*i‘{

Pasadens, CA 91101

L. YOU ARE ORDERED TO APPEAR TO PRODUCE DOCUMENTS in this investigation at the following time and place:

Date: Aprit 25, 2019 Time: 3:00 PM Place: THE STATE BAR OF CALIFORNIA
OFFICE OF CHIEF TRIAL COUNSEL
ATTENTION: MARTIN MINY
845 South Figueroa Street
Los Angeles, California 90017-2515
Telephone: (213) 765-1000

2 YOU ARE ORDERED TO PRODUCE THE FINANCIAL RECORDS DESCRIBED IN ATTACHMENT #1.

3, This subpoena is directed to a finencial institution. The production of financial records described in this subpoena is consistent with the scope and requirements
of the above entitled State Bar proceeding,

4, There is reasonable cause to belteve that the financial records described in attachment #1 pertain to trust accounts which the member of the State Bar of
California who is the subject of these proceedings must maintain in accordance with the California Rules of Professional Conduct. All members of the State
Bar have irrevocably authorized disclosure of trust account records to the State Bar of California by operation of law. (See California Business and Professions
Code, section 6069(a).)

5. You are not requested to appear In person; however, you are ordered to produce true, legible, and durable copies of the documents described In
attachment #1, along with an affidavit of the Custodisn of Records, In licu of personel appearance if compliance is pursuant to California Evidence
Code section 1560 et seq. Said records must be mailed under seal to the undersigned at The State Bar of California, 845 South Figucroa Street, Los
Angeles, California 90017-2515.

6. The records are to be produced by the date and time shown above in paragraph 1, but not soaner than 15 days after service of the subpoena
i You may be entitled to certain witness fees as provided by Evidence Code section 1563 for production of business records.
8. The State Bar is not required to issue notices to consumers (Califomnia Code of Civil Procedure seggion 1985.3(3

RN BEFORE THE DATE ON

(
9, IF YOU HAVE ANY QUESTIONS ABOUT THIS SUBPOENA, YOU MAY CO! AORGED
f -a;, PUNISHED AS CONTEMPT OF COURT

WHICH YOU ARE TO APPEAR AT (213) 765-1334. DISOBEDIENCE OF THIS
IN THE SUPERIOR COURT OF THE STATE OF CALIFORNIA. /

AL
o,

Date issued: March 20, 2019

EiD.
Senior Trial Counsel

Numeymnfnﬁ;b%mssma SDT/wss
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From: 03/26.; 19 12:29 #0653 P.OO5/009

Case Number: 19-0-10483

ATTACHMENT #1

Records relating to Account No. [l 5566, Account of Michael Avenatti, BAR Settlement, including:

1. Monthly statements issued for the period from January 1, 2018, to the present;

2. All signature cards pertaining to said account;

3. Front and back sides of checks issued from said account from January 1, 2018, to the present;
4. Deposit slips for the period from January 1, 2018, to the present;

5. Front and back sides of checks, offsetting debits, and other items deposited into said account for the
period from January I, 2018, to the present;

6. Any and all documents evidencing electronic debits and credits from January 1, 2018, to the present;

7. All documents pertaining to all Cashier’s Checks, Bank Checks, and Money Orders purchased or
negotiated, from said account from January 1, 2018, to the present, including but not limited to:
e Documents (checks, debit memos, cash-in tickets, wires in, etc.) reflecting the means by which
the checks or money orders were purchased; and
o Documents (bank checks, credit memos, cash-out tickets, wires out, etc.) reflecting
disbursements of the proceeds of any negotiated checks or money orders;

8. All documents pertaining to wire transfers sent or received from said account for the period from

January 1, 2018, to the present, including but not limited to:

e Fed Wire, CHIPS, SWIFT, or other money transfer of message documents;

o Documents (checks, debit memos, cash-in tickets, wires in, etc.) reflecting the source of the
funds wired out;

e Documents (bank checks, credit memos, cash-out tickets, wires out, etc.) reflecting the
disposition within the bank of the funds wired in; and

e Correspondence files; and

9. All Currency Transactions Reports (Forms 4789) and Currency and Monetary Instrument Reports
from January 1, 2018, to the present. [t is requested that the data relating to monthly statements and
individual transactions be produced in an electronic format in Microsoft Excel format, or in .csv file
format, with information including field descriptions (e.g., account number, date/time, description,
payee/payor, check number, item identifier, and amount), and in .pdf image file format.

10. It is requested that image data regarding canceled checks and deposited items be produced in graphic
data files in a non-proprietary or commonly readable format with the highest image quality
maintained (e.g., in a .jpg format or a .pdf format). Image data of items associated with specific
transactions (e.g., checks, deposits) shall be produced in individual graphic data files with any
associated endorsements, and linked to corresponding text data by a unique identifier.
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CrY NATIONAL BANK BUSINESS ACCOUNT AGREEMENT

The way up- |,
GENERAL ACCOUNT INFORMATION
Account Holder(s) (“Client”)/dba: _MICHAEL J AVENATTI ESQ. ATTORNEY CLIENT TRUST ACCOUNT === ,Ié/?ﬂ

Type of Account;  CA IOLTA State Bar Acct ~_ Account Number: sz
Mailing Address: 520 NEWPORT CENTER DR SUITE 1400'NEWPORT , CA 92660

Telephone: _Information on File ] E-Mail/Fax; Information on File

REPRESENTATION FOR INTEREST BEARING ACCOUNT

By slgning below, l/we represent and warrant City National Bank ("CNB") that all funds in the referenced account are held solely for the benefit of natural persons
or by a non-profil organization operated primarily for religious, philanthropic, charitable. educational or other simtar purpose.

MINIMUM NUMBER OF SIGNATURES REQUIRED FOR AUTHORIZED WITHDRAWAL 1
NONE

Slgnatum Message Code:

* Tanpayer Information
BY SIGNING THE "AGREEMENT BY CLIENT™ BELOW, IWE CERTIFY UNDER PENALTIES OF PERJURY THAT:

-

THE CORRECT TAXPAYER IDENTIFICATION NUMBER OF THE ACCOUNT HOLDER 1S: 493-80-2479 . and,

2. THE TAXPAYER IDENTIFICATION NUMBER USED FOR TAX REPORTING PURPOSES IS THAT OF THE APPLICABLE STATE
BARQ ASSSOCIATION CORRESPONDING TO THE STATE IN WHICH THE AGCOUNT IS MAINTAINED (TIN AVAILABLE UPON
REQUEST); and,

3. THE ACCOUNT HOLDER IS NOT SUBJECT TO BAGKUP WITHHOLDING DUE TO FAILURE TO REPORT INTEREST
AND DIVIDEND INCOME; and,

4, THE ACCOUNT HOLDER IS A U.S. PERSON OR A U.S. RESIDENT ALIEN; and,

5. THE ACCOUNT HOLDER IS EXEMPT FROM FATCA REPORTING AND THE FATCA CODE (if any) ENTERED IS CORRECT
EXCEPT (Check applicable box)

| The Account Holder is currently subject to backup withhalding and has not been notified by the Intemal Revenue Service
that backup withholding has been temminated.

The Account Holder is a Non-Resident Alien, Foreign Citizen or Foreign Entity and is exempt from backup withholding
_and information reporting and an appropriate IRS Form W-8, Foreign Status Centificate has been completed. o N

Exemption from backup withholding payee code (if any) Exemption from FATCA reporting code for accounts outside US only
Government Regulation may require that CNB report Interest income information

CERTIFICATION OF AUTHORITY

By signing the "Agreemeant by Client” below, each signer declares under benal!y of perjury under the laws of the state where signed that the following is
true and correct: (1) The signer holds the title, office, or position indicated and Is authorized by the Client to make this declaration and sign the
Agreement on behalf of the Client; (2) If the Client is (a) a sole propriglorship, the signer is the sole proprietor; (b) a parinership, the signer is a'general

~pariner, or a managing panner; {c) a limited liability company, the signer Is the Manager or Member designaled ta aci on bahall of the Clientor the

signers are all of the Managers. or Member so designated; (3) The signer is authorized to enter into deposit, fund transfer, brokerage, investment and
treasury management agreement and deposit service agreemant(s) on behaif of Client and to designate person(s) authorized to (a) act on behalf of
Client and (b) designated persons as “Authorized Signers” on any accounts of Client established hereunder; and (4) When signed below no other
person’s signature or authorization is required ;to make the Agreement by Client binding and enforceable on the Client. (5) This authorization is In
addition to all other authorizations now In existence. :

ot i :J . =
572017 Page 1 of4 JAN 08 238 e Na“malﬂseavrll:ed 4172017
CENTRALOPS #025

NEW ACCOUNTS SERVICES

AT



(Page 2 of 4)

Account Title : ' Account Number:
- MICHAEL J AVENATTI ESQ-ATFORNEY-CLIENT TRUSTACCOUNT — - -35'2 —
~ AGREEMENTBYCLENT —

On behalf of the named Client, by signing below Iiwe acknowledge receipt of the Account Agreement and Disclosures and applicable disclosures and
fee schedule{s} containing the terms, condilions and fees goveming the account(s), products and services designated above and any accounts
designated under "Additional Accounts" below ang any products snd services latér contracied for, as amended by disclosures and fee schedule(s)
provided at the lime of contracting. [\WVe agree that these terms, conditions and fees govemn each account established with City National Bank ("CNB")
or City National Securities, Inc. ("CNS") and each service now or later contracted for, as amended by laler disclosures. I\We agree that CNB or CNS
may provide additional terms, conditions and fees from time 1o time, depending upon the producls and services selectad by me/us and that CNB or CNS
may amendg or change these terms, condilions and fees from time to time on any required notice. If any terms, condilions, fees and any changes thereto
are not acceplable lo melus, liwe will close the account(s) or discontinue the service. Where applicable, my/our continued use of the products -and/or
services afler receip] of the lerms, conditions, fees and amendments constitute mylour acceptance of such terms, condilions, fees and amendments
thereto, 1/We agree that the Authorized Signer(s) may withdraw funds and initiate end confirm payment orders pursuant lo the security procedure
selected respecling the account(s) and each Authorized Signer may establish additional accounts with CNB or CNS in the same name(s) and subject ta
the same signing authority stated above, contract for additional services for the account(s), and otherwise give instruction to CNB or CNS. If I/We
itr:\ﬂigated we would like information about the products and services of CNS, you are authorized (o share information about mefus between CNB and

FURTHER AGREEMENT FOR TREASURY MANAGEMENT

Capitalized terms used In this Authorizalion and Agreement, not otherwise defined, have the meanings given to them In the City National Bank Treasury
Management Services Disclosure and Agreement (the "Agreement”).

By signing below, the undersigned, on behall of the Business Organization named below (the “Client”), acknowledges receipt of the Agreement and
agrees ‘o adhere 1o the terms and conditions contsined in the Agreement, any applicable User Documentation, setup forms, related documents, and any
ather disclosures provided to the Client with regard 1o the provision of one or more City National Bank Treasury Management Services,

The Agreement supersedes other treasury management service agreements bétween the Client and CNB. For certain Treasury Management
Sarvices, the Agresment authorizes on page § the Client's System Administrator io assign passwords, user names, and Personal
Identificalion Numbers to persons that will enable the persons lo conduct transactions on deposit accounts set up on the Treasury
Management Service, hstandi signing author| ified In osit agreement. The Sysiem Administrator may also
designate one or more other persons to perform these same functions the System Administrator is authorized to perform (each such person
being called a "User Administrator”). THE AGREEMENT ALSO PROVIDES FOR BINDING ARBITRATION OF DISPUTES.

The Client may from {ime fo time request CNB to provide one or more of the Services described in the Agreement. Subject to CNB's approval, the Client
may begin lo use any Service requesied once CNB has received all required forms properly completed and the Client has succassiully fulfilled any
applicable user requirements, including but not limited to testing and tralning.

Funther, the undersigned represents and wamants that the Clienl has taken all actions required to authorize the undersigned on behalf of the Client to
execule and dellver this Authorization.and Agreement and any other documents CNB may require with respect to a Service and that, when signed by the
undersigned, this Authorization and Agreement Is the valid and binding act of the.Client.

I'We certify to CNB and CNS that all the information on this Agreemenl is true and comrect, /We authorize CNB to obtain a ChexSystem or other similar
report on Client and to report Information. IWe authorize CNB to obtain a ChexSystem or other similar consumer report on each of us signing below and
to report information. If | ask, CNB will tell me whether a consumer report was ordered and, if one was ordered, the name and address of the consumer
reporting agency that fumished it.

The Internal Revenue Service
back up withholding.

s not require your consent to any provision of this document other than the certifications required to avold

SIGN IN BLAC AND ON THE SIGNATURE LINE BELOW

Signature?

Name/Title: MkL J AVENATTI { Attorney-Primary

Date: Jflzb Place of Signing:  ASEWLorr f3cmvh (A
(City and Slale) i

AUTHORIZED SIGNERS {SIGN IN BLACK INK ONLY AND SIGN IN BOX BELOW)

Name

- % e
\ 0 Tite: ttorney-Primary

Restriction/Alias Name/Facsimile:

MICHAEL J AVENATTI

5/17/2017 City National Bank
Page2of4 Revised 41112047
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Account Title : Account Number:
MICHAEL J AVENATT ESQ. ATTORNEY CLIENT TRUST ACCOUNT 3512
~ JUDY K REGNIER
B . - - Na[ne.i e "
a Title: Authorized Signer
X o U
. Sigd ha
Q Reslriction/Alias Name/Facsimile:
512017 City National Bank

Page 3 of 4 Revised 4/1/2017
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Account Title :

MtCI-u\l?L.J'AVENATTl ESO ATTORNEY CLIENT TRUST ACCOUNT
S

Account Number:

s 2

BANK USE ONLY

Today's Date / Time .Opened By Opening Deposit 0,00
5/17/2017 11:39 AM a) g 7 Cecl Licea

Supersedes Card Dater o - Superseded By

.~ 2

Officer(s): 'Bﬁ. w3

Is the entity doing business in the state the
account Is opened?

Yes

'Oflglnal Opening Date

% l(“ﬂ Reviewed By

Date Closed Reason Closed \]

Type of Business/NAICS Code

a1 (%

ADDITIONAL ACCOUNTS
Client authorizes the following additiona! accounts:

ACCOUNT INFORMATION

OPENED  |REVIEWED| DATE

BY

CLOSED

CLOSING REASON

/17/2017
L Page 4 of 4

City National Bank
Revised 4/1/2017




#4XXH1309DPCSTM

This statement: January 31, 2018
Last statement: December 29, 2017

PAGE

Page 1 (3}

Rccount #: -5566

Contact us:
800 773-7100

Newport Center Office
500 Newport Center Drive

270
MICHAEL J AVENATTI

ATTORNEY CLIENT TRUST ACCOUNT

(BAR SETTLEMENT)

520 NEWPORT CENTER DR SUITE 1400

NEWPORT BEACH CA 92660

Legal Services Trust Fund Acct

Account Summary
Account number

Minimum balance
Average balance
Avg. collect bal

$486,047.54
5486,047.00

Avg. bal for APY 5486,047.54
APY earned 0.03%
Interest earned §13,18
Interest-bearing days 33
Interest paid YTD §13.18

ELECTRONIC CREDITS
Date  Description
1-5 Incoming Wire-Dom

OTHER CREDITS
Date  Description

1-31  Interest Credit

CHECKS PAID

Number Date
6072 01-12
6078 * 01-23
6080 * 01-23

* 8kip in check sequence

¢

$0.00

0830L Newport Beach, CA 92660
cnb.com
Account Activity
Beginning bal (12/29/2017) $0.00
Deposits (0} + 0.00
Electronic cr (1) + 1,600,000.00
Other credits (1) + 13.18
Total credits + §1,600,013.18
Checks paid {3 - 59,500.00
Electronic db (20) - 488,899.60
Other debits (28) - 835,324.61
Total debits - §1,383,724.21
Ending balance  (1/31/2018) 5216,288.97
Credits
1,600,000.00
Reference Credits
1318
Amount Control
25,500.00 000008100088000
30,000.00 000008020078600
4,000.00 000008020078800

Control Number
180105000006073

Control Number
000000000000000
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MICHAEL J AVENATTI
2018

January 31,

ELECTRONIC DEBITS

Date
1-8

-8
=5
=9
=
=1
=]
=1
il
=l
=1
22
=2
=)
=
=
=3
=3
=3
=3

,_.,_.,_.._.,_.,_.._.,_.Mhy_.,_._‘,_.H,_.,_.,_.._‘,_‘
L e S e S s S W T &5 Y 4 1 R =Y = o TS B Y LS B T e R o

Description

Tnet Wire Out-Dom
Tnet Wire Out-Dom
Tnet Wire Out-Dom
Tnet Wire Out-Dom
Tnet Wire Qut-Dom
Tnet Wire Out-Dom

Wire Tsfr Debit

Tnet Wire Qut-Dom
Tnet Wire Out-Dom
Tnet Wire Qut-Dom
Tnet Wire Out-Dom
Tnet Wire Qut-Dom
Tnet Wire Qut-Dom
Tnet Wire Qut-Dom
Tnet Wire Out-Dom
Tnet Wire Out-Dom
Tnet Wire OQut-Dom
Tnet Wire Out-Dom
Tnet Wire OQut-Dom
Tnet Wire Out-Dom

OTHER DEBITS

Date

=
|
0

5 MR M el e A SR N i R e S R MR S
1 ] 1 1 1 i ]
I = == T e e e S e SRR € IV Jie e S s e o

QO 1 Oy O DO O OO O

Description
Service Charge
Service Charge
Service Charge
Debit Memo
Service Charge
Service Charge
Service Charge
Service Charge
Service Charge
Debit Memo
Debit Memo

Account Transfer Dr.

Service Charge

Account Transfer Dr.

Service Charge
Service Charge
Service Charge

INCOMING WIRE-DOM

TNET
TNET

TNET
TNET
TNET
TNET
WIRE

TNET

TNET
TNET
TNET

WIRE
WIRE

WIRE
WIRE
WIRE
WIRE

TSFR

ro acc NN

WIRE

TG ACC 00270143504

WIRE
WIRE
WIRE

QUT-DOM
0UT-DOM

OUT-DOM
0UT-DOM
OUT-DOM
QUT-DOM
DEBIT

OUT-DOM

OUT-DOM
OUT-DOM
OUT-DOM

Account #: -5566

Debits

16,146.
41,884.
30,000.
30,000.
17,000,
60,000.
27,000.
13181
10,588.
10,000.
24,959,
44,791.
50, 000.
8,652.
19, 956.
.07
.19
11,343.
A3

21,321
11,267

3,867

37,000.

b4
67
00
00
00
00
00
00
14
00
00
45
00
00
00

81

0o

Debits

15

1,

12
617,840.
1.

12y

.00
.00
55
22095
L3,
100,000,
12

1 900
b,

1z,

el

12
12

00
00
00
44
00
00

00
11
7l
00
00
00
00
00
0o

Control Number
180108000004107
180108000003985
180108000001852
180109000005252
180110000005042
180110000002195
180110000005871
180112000008794
180116000007078
180117000002065
1801180000021086
180124000004142
180124000002099
180125000005134
180125000004728
180129000004095
180130000002811
180130000002795
180131000010086
180131000010088

Control Number
000000000000000
000000000000000
000000000000000
000008050028400
000000000000000
000000000000000
000000000000000
000000000000000
000000000000000
000008130036400
000008080045600
238000112115349
000000000000000
238000115122656
000000000000000
000000000000000
000000000000000
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MICHAEL J AVENATTI

January

g

31, 2018

OTHER DEBITS (Continued)

Date
1-24
1-24
I=ih
1225
1-29
1-30
1-30
131
=31
1-31
1=31

Description

Service Charge
Service Charge
Service Charge
Service Charge
Service Charge
Service Charge
Service Charge

Account Transfer Dr.

Service Charge
Service Charge

TNET WIRE
TNET WIRE
TNET WIRE
TNET WIRE
TNET WIRE
TNET WIRE
TNET WIRE

TNET WIRE
TNET WIRE

QUT-DOM
OUT-DOM
QUT-DOM
0UT-DOM
OUT-DOM
OUT-DOY
OUT-DOY

OUT-DOM
0UT-DOM

10 acc 3504

Interest Transfer TO ACCOUNT NO 0001338897

DAILY BALANCES

Date

12-29
01-05
01-08
01-09
01-10
01-11

Amount

.00
1,599,985.00
924,089.25
864,065.25
760,036.25
©46,713.26

Date

01-12
01-16
01-17
01-18
03=23
01-24

Amount

508,080
495,579
485,567
460,596
426,596
331,781

.26
w2
B2
.52
w52
.07

Date

01=25
01-29
01-30
01-31

B

Page 3

Reference

Amount
303,149.07
281,816.00
259,180.40
216,288.97

PAGE

nccount 4: [Jss66

Debits

T2
Y
i2s
Ty
.00
00
12,
2,000,
.00
iy
13,

12
12

12

00
00
00
00

00

00

00
18

Control Number
000000000000000
000000000000000
¢00000000000000
000000000000000
000000006000000
000000000000000
000000000000000
238000131145440
000000000000000
000000000000000
000000000000000



##XXH1309DPCSTM

This statement: February 28, 2018
Last statement: January 31, 2018

270 0830L
MICHAREL J AVENATTI

ATTORNEY CLIENT TRUST ACCOUNT

(BAR SETTLEMENT)

520 NEWPORT CENTER DR SUITE 1400
NEWPORT BEACH CA 92660

s PAGE

Page 1 (1)

account #: 5566

Contact us:
800 773-7100

Newport Center Offic
500 Newport Center D
Newport Beach, CR 92

cnb.com

IMPORTANT NOTICE: WE WANT TO MAKE YOU AWARE OF A NEW FEDERAL

REQUIREMENT THAT WILL IMPACT BUSINESS ACCOUNT OPENINGS. IN ORDER

TO PREPARE FOR THIS REGULATORY CHANGE, EFFECTIVE MARCH 1, 2018,

CITY NATIONAL BANK WILL MAKE CHANGES TO ITS ACCOUNT OPENING PROCESS. FOR
MORE INFORMATION GO TO WWW.CNB.COM/BENEFICIALOWNERSHIP OR

CONTACT YOUR RELATIONSHIP MANAGER OR BANKER.

Legal Services

Account Summa

Trust Fund Acct

ry Account Activity

Account number -5566 Beginning bal
Minimum balance §19,621.73 Deposits
Average balance §94,105.61 Electronic cr
Bhvg. collect bal $94,105.00 Other credits
Avg. bal for APY $94,105.61 Total credits
APY earned 0.03% Checks paid

Interest earned $2,17 Electronic db

Interest-bear
Interest paid

OTHER CREDITS
Date Descrip
2-28  Interes

CHECKS PAID

Number
6092

ing days 28 Other debits
YTD $15.35 Total debits

Ending balance

tion
t Credit

Date Amount
02-14 43,000.00

(1/31/2018)
(0) + 0.00
(0) + 0.00
(1) ¥ 2:17
(1) - 43,000,00
(6) - 149,795.24
(9) - 3,814:17
(2/28/2018)
Reference
Control
000008100069800

e
rive
660

§216,288.97

+ 5207

- $196,669.41
$19,621.73

Credits
217

Control Number
000000000000000
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ELECTRONIC DEB
Date  Descrip
2-5 Tnet Wi
2-5 Tnet Wi
2=7 Tnet Wi
2-12  Tnet Wi
2-12  Tnet Wi
2-16 Tnet Wi

OTHER DEBITS

PAGE

B

MICHAEL J AVENATTI
February 28, 2018

Page 2

Account #: -5566

ITS

tion

re Qut-Dom
re Qut-Dom
re Out-Dom
re Qut-Dom
re Qut-Dom
re Qut-Dom

Date Description Reference
2-5 Service Charge TNET WIRE QUT-DOM

2=5 Service Charge TNET WIRE QUT-DOM

P Service Charge TNET WIRE QUT-DOM

2-12  Service Charge TNET WIRE QUT-DOM

2-12  Service Charge TNET WIRE OUT-DOM

2-14  Rccount Transfer Dr. TO AC 3504

2-16  Service Charge TNET WIRE QUT-DOM

2-27  Account Transfer Dr. TO ACC -3504

2-28  Interest Transfer TO ACCOUNT NOEEEEESS’

DAILY BALANCES

Date Amount  Date Amount  Date Amount
01-31 216,288.97 02-12 112,580.54  02-27 19462173
02-05 190,665.24  02-14 67,580.54  02-28 19,621.73
02-07 150,653.24  02-16 21,421.73

Debits

10,841,
14

14,757

40,000,
10,806.
27,241,
46,146,

99

00
89
81
81

Debits

12,
12
12.
12
12:
2,000.
12
1,800.
%

00
00
00
00
00
00
00
00
17

Control Number
180205000004771
180205000004773
180207000002669
180212000006019
180212000006020
180216000006890

Control Number
000000000000000
G00000000000000
000000000000000
(00000000000000
000000000000000
294000214164706
000000000000000
294000227132045
000000000000000
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This statement: March 30, 2018
Last statement: February 28, 2018

210

MICHAEL J AVENATTI

ATTORNEY CLIENT TRUST ACCOUNT
(BAR SETTLEMENT)

520 NEWPORT CENTER DR SUITE 1400
NEWPORT BEACH CA 92660

Legal Services Trust Fund Acct

0830L

PAGE

<

Page 1 (2)

Account #‘566

Contact us:
800 773-7100

Newport Center Office
500 Newport Center Drive
Newport Beach, CA 92660

Account Summary

Account Activity

Account number -5566 Beginning bal
Minimum balance 5609.73 Deposits
Average balance $5,681.60 Electronic cr
Rvg. collect bal $5,681.00 Other credits
RAvg. bal for APY $5,681.60 Total credits
APY earned 0.03% Checks paid
Interest earned $0.14 Electronic db
Interest-bearing days 30 Other debits
Interest paid YTD §15.49 Total debits

OTHER CREDITS
Date  Description
3-30  Interest Credit

CHECKS PAID

Ending balance

Number Date Amount
6101 03-07 10,000.00
6109 * 03-09 5,000.00

* Skip in check sequence

ELECTRONIC DEBITS
Date  Description
3-14

Tnet Wire Qut-Dom

cnb.com
(2/28/2018) $19,621.73
(0) + 0.00
(0) + 0.00
(1 +0.14
+ 50,14
{2) - 15,000.00
(1) - 4,000.00
(2) = 12,74
- 519,012.14
(3/30/2018) $609.73
Reference Credits
.14
Control
000008070022800
000008100017700
Debits

4,000.00

Control Number
(600000000000000

Control Number
180314000003842



E4XXH1309DPCSTY ]

MICHAEL J AVENATTI
March 30, 2018

OTHER DEBITS
Date  Description
3-14  Service Charge TNET WIRE OUT-DOM

3-30 Interest Transfer TO ACCOUNT NO .897

DATLY BALANCES

Date Amount  Date Amount  Date
02-28 19,621.73  03-09 4,621.73  03-30
03-07 9,621,73 03-14 609.73

B PAGE

Page 2
Account #: 270145566

Reference

Amount
609.73

Debits
12,00
14

Control Number
000000000000000
000000000000000



2

##XXH1309DPCSTM

This statement: April 30, 2018
Last statement: March 30, 2018

270 0830N
MICHAEL J AVENATTI

ATTORNEY CLIENT TRUST ACCOUNT

(BAR SETTLEMENT)

520 NEWPORT CENTER DR SUITE 1400
NEWPORT BEACH CR 92660

Legal Services Trust Fund Acct

Account Summary Account Activity

Account number Bl:566 Seginning bal
Minimum balance §509.73 Deposits
Average balance §571.02 Electronic cr
Avg. collect bal §571.00 Other credits
Avg. bal for APY §571.02 Total credits
APY earned 0.02% Checks paid
Interest earned $0.01 Electronic db
Interest-bearing days 31 Other debits
Interest paid YTD $15.50 Total debits
Ending balance
OTHER CREDITS
Date Description
4-30  Interest Credit
OTHER DEBITS
Date  Description
4-19  Account Transfer Dr. TO AC 504
4-30  Interest Transfer TO ACCOUNT NO 97
DAILY BALANCES
Date Amount  Date Rmount  Date
03-30 609.73  04-19 509.73  04-30

6

PAGE

Page 1 (0)

Account #: -5566

Contact us:
800 773=7100

Newport Center Office

500 Newport Center Drive
Newport Beach, CA 92660

cnb.com

{3/30/2018)

+ 0.00
+ 0,01

- 0.00
- 0.00
- 100.01

(4/30/2018)

Reference

Reference

Amount
509.73

$609.73

+ $0.01

- §100.01
§509.73

Credits
.01

Debits
100.00
.01

Control Number
000000000000000

Contrel Number
238000419083037
000000000000000



FEXXH1309DPCSTY
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This statement: May 31, 2018
Last statement: April 30, 2018

270

MICHAEL J AVENATTI

ATTORNEY CLIENT TRUST ACCOUNT
(BAR SETTLEMENT)

520 NEWPORT CENTER DR SUITE 1400
NEWPORT BEACH CA 92660

0830N

Legal Services Trust Fund Acct

Account Summary Account Activity

Account number -5566 Beginning bal
Minimum balance §509.73 Deposits
Average balance $509.73 Electronic cr
Avg. collect bal §509.00 Other credits
Avg. bal for APY §509.73 Total credits
APY earned 0.05% Checks paid
Interest earned $0.02 Electronic db
Interest-bearing days 31 Other debits
Interest paid YTD §15.52 Total debits

Ending balance

OTHER CREDITS
Date Description
5-31 Interest Credit

OTHER DEBITS
Date Description
5-31 Interest Transfer 10 Account no [sss

DAILY BALANCES
Date
04-30

Amount
509.73

Date Date

05-31

Amount
509.73

B

PAGE

Page 1 (0)

Account #: -5566

Contact us:
800 773-7100

Newport Center Office

500 Newport Center Drive
Newport Beach, CA 92660

cnb.com
(4/30/2018)
(0) + 0.00
(0) + 0,00
{1) + 0,02
{0) - 0.00
(0) - 0,00
(1) = Il].02
(5/31/2018)
Reference
Reference
Amount

$509.73

+ 50.02

- $0.02
$509.73

Credits
.02

Debits
.02

Control Number
000000000000000

Control Number
000000000000000



B PAGE

#4XXH1309DPCSTM ]
Page 1 (0)
account #: 566
This statement: June 29, 2018 Contact us:
Last statement: May 31, 2018 800 773-71060
Newport Center Office
500 Newport Center Drive
270 0830N Newport Beach, CA 92660
MICHAEL J AVENATTI
ATTORNEY CLIENT TRUST ACCOUNT cnb.com

(BAR SETTLEMENT)
520 NEWPORT CENTER DR SUITE 1400
NEWPORT BEACH CA 92660

Legal Services Trust Fund Acct

Account Summary Account Activity

Account number B566 Beginning bal  (5/31/2018) §509.73

Minimum balance $509.73 Deposits (0) + 0.00

Average balance $509.73 Electronic cr (0) +0.00

Avg. collect bal $509.00 Other credits (1) + 0.0

Avg. bal for APY $509.73 Total credits + 50.01

APY earned 0.02% Checks paid (0) - 0.00

Interest earned $0.01 Electronic db (0) - 0.00

Interest-bearing days 29 Other debits il = {101

Interest paid YTD §15.53 Total debits - §0.01

Ending balance (6/29/2018) $509.73

OTHER CREDITS

Date  Description Reference Credits Control Number
6-29  Interest Credit .01 000000000000000
OTHER DEBITS

Date  Description Reference Debits Control Number
6-29 Interest Transfer To Accoont wo [Jfpes7 .01 000000000000000

DAILY BALANCES
Date Amount  Date Amount Date Bmount
05-31 509.73  06-29 509.73



0270145566 PAGE

FHXXH1309DPCSTM [ B
Page 1 {0)
Account #: -5566
This statement: July 31, 2018 Contact us:
Last statement: June 29, 2018 800 773-7100
Newport Center Office
500 Newport Center Drive
270 0830N Newport Beach, CR 92660
MICHAEL J AVENATTI
ATTORNEY CLIENT TRUST ACCOUNT cnb.com

(BAR SETTLEMENT)
520 NEWPORT CENTER DR SUITE 1400
NEWPORT BEACH CA 92660

Legal Services Trust Fund Acct

Account Summary Bccount Activity

Account number B::c¢ seginning bal  (6/29/2018) $509.73

Minimum balance $509.73 Deposits (0) + 0.00

Average balance $509.73 Electronic cr (0) + 0.00

Avg. collect bal 5509.00 Other credits (1) + 0.01

Avg. bal for APY $509.73 Total credits + 80,01

APY earned 0.02% Checks paid (0) - 0.00

Interest earned §0.01 Electronic db (0) - 0.00

Interest~bearing days 32 Other debits (1) - 0.01

Interest paid YTD §15.54 Total debits - 50,01

Ending balance (7/31/2018) $509.73

OTHER CREDITS

Date  Description Reference Credits Control Number
7-31  Interest Credit .01 000000000000000

OTHER DEBITS

Date  Descriptien Reference Debits Control Number
7-31  Interest Transfer TO ACCOUNT NO-8897 .01 000000000000000

DAILY BALANCES
Date Amount  Date Amount Date Amount
06-29 509.73  07-31 509.73



H##XXH1309DPCSTH
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This statement: August 31, 2018
Last statement: July 31, 2018

210

MICHAEL J AVENATTI

ATTORNEY CLIENT TRUST ACCOUNT
(BAR SETTLEMENT)

520 NEWPORT CENTER DR SUITE 1400
NEWPORT BEACH CR 92660

08308

Legal Services Trust Fund Acct

Account Summary Account Activity

Account number -5566 Beginning bal
Minimum balance $509.73 Deposits
Average balance $509.73 Electronic cr
Avg. collect bal $509.00 Other credits
Avg, bal for APY $509.73 Total credits
RPY earned 0.02% Checks paid
Interest earned $0.01 Electronic db
Interest-bearing days 31 Other debits
Interest paid YTD 515.55 Total debits

Ending balance

OTHER CREDITS
Date  Description
§-31  Interest Credit

OTHER DEBITS
Date  Description
8-31  Interest Transfer TO ACCOUNT N0-8897

DAILY BALANCES
Date
07-31

Date
08-31

Amount
509.73

Amount Date

509.73

s

PAGE

Page 1 (0)

Account #: -5566

Contact us:
800 773-7100

Newport Center Office

500 Newport Center Drive
Newport Beach, CA 92660

cnb.com
{7/31/2018)
{0) + 0.00
{0) + 0.00
{1) + 0.01
(0) = Ox 00
(0) = {00
(1) = 00
{8/31/2018)
Reference
Reference
Amount

5509.73

+ $0.01

- $0.01
§509.73

Credits
.01

Debits
.01

Control Number
000000000000000

Control Number
000000000000000



##XXH1309DPCSTM
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This statement: September 28, 2018
Last statement: August 31, 2018

270 0830N
MICHAEL J AVENATTI

ATTORNEY CLIENT TRUST ACCOUNT

(BAR SETTLEMENT)

520 NEWPORT CENTER DR SUITE 1400
NEWPORT BEACH CA 92660

Legal Services Trst Fund

Account Summary Account Activity

Account number -5566 Beginning bal
Minimum balance §509.73 Deposits
Average balance $509.73 Electronic cr
Avg. collect bal $509.00 Other credits
Avg. bal for APY $509.73 Total credits
APY earned 0.18% Checks paid
Interest earned $0.07 Electronic db
Interest-bearing days 28 Other debits
Interest paid YTD §15.62 Total debits

Ending balance

OTHER CREDITS
Date Description
9-28  Interest Credit

OTHER DEBITS
Date  Description
9-28  Interest Transfer TO ACCOUNT NO [JBSY7

DAILY BALANCES
Date Amount  Date
08-31 509.73  09-28

Amount Date
509.73

s PAGE

Page 1 (0)

Account #: -5566

Contact us:
800 773-7100

Newport Center Office

500 Newport Center Drive
Newport Beach, CA 92660

cnb. com

(8/31/2018)

(9/28/2018)

Reference

Reference

Amount

$509.73

+ $0.07

- §0.07
$509.73

Credits
.07

Debits
.07

Control Number
000000000000000

Control Number
000000000000000



¢ PAGE

B4XXH1309DPCST [
Page 1 (0)
Account #: -5566
This statement: October 31, 2018 Contact us:
Last statement: September 28, 2018 800 773-7100
Newport Center Office
500 Newport Center Drive
270 0830N Newport Beach, CA 92660
MICHAEL J AVENATTI
ATTORNEY CLIENT TRUST ACCOUNT cnb.com

(BAR SETTLEMENT)
520 NEWPORT CENTER DR SUITE 1400
NEWBORT BEACH CA 92660

EFFECTIVE 9/4/18, THE IOLTA INTEREST RATE HAS INCREASED TO EQUAL THE CNB
LADDER BUSINESS MONEY MARKET ACCOUNT RATE, WITH NO MONTHLY FEE DEDUCTED
FROM INTEREST PAID TO THE STATE BAR LEGAL SERVICES TRUST FUND PROGRAM,
EFFECTIVE 11/01/18, A HIGHER-PAYING INVESTMENT SWEEP OPTION IS AVAILABLE
FOR EXCESS IOLTA BALANCES. NOT FDIC INSURED, NOT BANK GUARANTEED, MAY
LOSE VALUE. CONTACT YOUR RELATIONSHIP MANAGER FOR MORE

INFORMATION.

Legal Services Trst Fund

Account Summary Account Activity

Account number Bl:o66 Beginning bal  (9/28/2018)

Minimum balance $9.73 Deposits (0) + 0.0
Average balance $418.82 Electronic cr (0) + 0.
Avg. collect bal $418.00 Other credits (1) + 0
Avg. bal for APY $418.82 Total credits

APY earned 0.24% Checks paid (0) - 0.00
Interest earned §0.09 Electronic db (0) - 0.00
Interest-bearing days 33 Other debits (2) - 500.08
Interest paid YTD §15.71 Total debits

Ending balance  (10/31/2018)

OTHER CREDITS
Date Description Reference
10-31 Interest Credit

OTHER DEBITS
Date  Description Reference

10-26 Account Transfer Dr. TO ACC 4
10-31 Interest Transfer TO ACCOUNT N 8897

$509.73

t+ §0.09

- §500.09
$9.73

Credits
.09

Debits
500.00
.09

Control Number
000000000000000

Control Number
294001026120801
000000000000000



I ;¢ ¢

##XXH1309DPCSTH

MICHAEL J AVENATTI
October 31, 2018

DAILY BALANCES
Date
09-28

Date
10-31

Amount
9.73

Date
10-26

Amount
509.73

PAGE

¢

Page 2

Account #: -5566



[ BRI PAGE

$4XXH1309DPCSTM [ |
Page 1 (0)
account #: [J5566
This statement: November 30, 2018 Contact us:
Last statement: October 31, 2018 800 773-7100
Newport Center Office
500 Newport Center Drive
270 0830N Newport Beach, CA 92660
MICHAEL J AVENATTI
ATTORNEY CLIENT TRUST ACCOUNT cnb.com

(BAR SETTLEMENT)
520 NEWPORT CENTER DR SUITE 1400
NEWPORT BEACH CA 92660

Legal Services Trst Fund

Account Summary Bccount Activity

Account number Bl::6¢ Beginning bal  (10/31/2018) $9.73
Minimum balance $9.73 Credits + $0.00

Average balance $9.73 Debits - §0.00

Avg. collect bal $9.00 Ending balance  {11/30/2018) §9.73
Avg. bal for APY $9.73

APY earned 0.00%

Interest earned $0.,00

Interest-bearing days 30

Interest paid YTD $15.71

** No activity this statement period **



$4XXH1309DPCSTH ]

This statement: December 31, 2018
Last statement: November 30, 2018

270 0830N
MICHAEL J AVENATTI

ATTORNEY CLIENT TRUST ACCOUNT

(BAR SETTLEMENT)

520 NEWPORT CENTER DR SUITE 1400
NEWPORT BEACH CA 92660

Legal Services Trst Fund

Account Summary Account Activity
Account number -5566 Beginning bal
Minimum balance $9.73 Deposits

Average balance $9.73 Electronic cr
Avg. collect bal $9.00 Other credits
Avg. bal for APY $9.73 Total credits
APY earned 1.22% Checks paid
Interest earned $0.01 Electronic db
Interest-bearing days 31 Other debits
Interest paid YTD §15.72 Total debits

Ending balance

OTHER CREDITS
Date  Description
12-31 Interest Credit

OTHER DEBITS

Date Description
12-31 Interest Transfer 10 Account Noffjfsee7

DAILY BALANCES
Date Amount  Date Amount Date
11-30 9,73 12-31 9.73

B PAGE

Page 1 (0)

Account #: 5566

Contact us:
800 773-7100

Newport Center Office
500 Newport Center Drive
Newport Beach, CA 92660

cnb. com
(11/30/2018)
(0) + 0.00
(0) +0.00
(1) +
(0) - 0.00
(0) - 0,00
(1) = L
(12/31/2018)
Reference
Reference
Amount

$9.73

+ 50.01

- §0.01
59,13

Credits
.01

Debits
.01

Control Number
000000000000000

Control Number
000000000000000



#4XXH1309DPCSTM
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This statement: January 31, 2019
Last statement: December 31, 2018

270

MICHAEL J AVENATTI

ATTORNEY CLIENT TRUST ACCOUNT
(BAR SETTLEMENT)

1910 SUNSET BLVD SUITE 450
LOS ANGELES CA 90026

0830N

Legal Services Trst Fund

Account Summary
Account number

Account Activity
Beginning bal

L ED

Minimum balance §0.00 Credits
Average balance §4.39 Checks paid
Avg. collect bal §4.00 Electronic db
Avg. bal for APY $4.39 Other debits
APY earned 0.00% Total debits
Interest earned §0.00 Ending balance
Interest-bearing days 31

Interest paid YTD §0.00

OTHER DEBITS

Date  Description

1-15  Legal Process Debit

DAILY BALANCES

Date Amount  Date Amount  Date
12-31 9.73  01-15 .00

s

PAGE

Page 1 (0)

Account #:-5566

Contact us:
800 773-7100

Newport Center Office
500 Newport Center Drive
Newport Beach, CA 92660

cnb.com

(12/31/2018)

+ 80,00
= 0.00
= 000
- 9.73

(0)
(0)
(1)

{1/31/2019)

Reference

Amount

$9.73

- §9.73
$0.00

Debits Control Number
9,73 £38000115145621



CITY NATIONAL Binx. Branch: 270 Date: 0170872018 '
oo |
We Debited Your : ACCOUNT NUMBER AMOUNT WE ENCLOSE CASHIER'S CK #
2 I Checking Acet. | | s | s 617,340.44 ‘ 30414942 ‘
§| newor \
i Purchase of Cashier's Check payable to Edward Ricci per ¢ mail from Judy Regnicr 1/8/18
E
Bl s :
H MICHAEL AVENATTI, ESQ PREPARED BY:  DIANNA APPELL
81 520 NEWPORT CENTER DRIVE STE 1400
APPROVED BY:

NEWPORT BEACH, CA 92660 STEPHEN REAGAN

Bank Copy ~ Include with processed transaction
| B8 825 617,840, 44

270145568 122016066

Date:20180108 Check:0 Account 5566 Amount:617840.44

STEPHEN REAGAN
Bank Copy - Include wilh processed transaction

270145566 6 829 111,113.22

Date:20180111 Check: 5566 Account 5566 Amount:111113.22

Gty NATIONAL BANK Branch: 270 Date: 0111172018 |
B e

‘ We Debited Your ACCOUNT NUMBER AMOUNT WE ENCILOSE CASHIER'S CK & ’

g\ | Checking Act | | s | [s 1,11322 1 | |

S REASON
Purchasc of Cashier's Check(s

_g, MICHAEL J AVENATTI PREPARED BY:  VASKA ALEXANDLR

e 3 [ CENTE o E!

} 520 NEWPORT CENTER DR SUITE 1400 APPROVED BY:

NEWPORT BEACH, CA 92660

122016066

OTY NATIONAL BaNK. Branch: 270 Dave: 0171172018
[ LTy
We Debited Your ACCOUNT NUMIER AMOUNT WE ENCLOSE CASINERS CK #
|
- Checking Acct. | I | Is 220977 | [ |
§ REASON
Purchase of Cashier's Check(s)
£
g MICHAEL J AVENATTI PREPARED BY:  VASKA ALEXANDER
21 520 NEWPORT CENTER DRIVE SUITE 1400

APPROVED BY: !I% .
STEPHENTEAGAN

Bank Copy — Include with processed transaction

56 829

NCWPORT BEACH, CA 92660

270145566 122016066 2,209.77

Date:20180111 Check 5566 Account 5566 Amount:2209.77

COUNTER CHECK

wame _HichAC Qu:uq?rl 'Z-Mf‘ il
E Account No. -55(?&.- —LALZLM
é FAYTOTIE

OROIR OF G'LDbQ-L BQVJ.ST?:)'S U_g 1% 35;500 -
57@6&)&; Avetrousonp Hoe howdnd ¢ SU

; Cory NATIONAL BaNK
oy o 6,
o s o mm TR

BOR eeid

LiecDIB0BER B07e

Date:20180112 Check:6072 Account 5566 Amount:25500.00

1904050105

eondn]

22 e
Woue'ln W el
B 0L SIRL PO U

1 oREEarAaLe ATaRINIA

Date:20180108 Check:0 Account 5566 Amount:617840.44

&3 g
e MW weiul
oy 0 BTV TRl S

[RSREEIE PR W IRREY AL ]

Date:20180111 Check |lllll5566 Accour-5565 Amount:111113,22

L6022 1o W
W A0 BIVIG  2-Di2 y

7 a11a78017 ALINIANR

Date:20180111 Check: 5566 Account 5566 Amount:2209.77

oariaretes atiara/00°00S'SEs W
™ L0:0T 81T 048 g

Date:20180112 Check:6072 Account lll5566 Amount:25500.00

Ahe

Page 1 of 3



Name VUL Vol 3 W sone 36 Ty COUNTER CHECK

l 16-1606/1220
fror e [ <t [23l® w
: P, VIHE . TE
gi%mw‘?(}/‘,f‘r\ A et L 1S 3> 00 o v iy 43
; : p ACC 15 LoLLAkS TR0 10706 OLRMIE 09:22 it
CvMaToNAL BA l OnUs Ok $10,000.00
N.-C. -3 . Check: §078
" S
1 h220AE0OEEN 078

Date:20180123 Check:6078 AccountJllls566 Amount:30000.00 Date:20180123 Check:6078 AccountJIlll5566 Amount:30000.00

p— COUNTER CHECK
Nama M@M ]Qﬁﬂ‘:ﬂl{ lm,&‘- l 16-1606/1220
1

E Account No. __Z—)Q]_L_K_ﬂ
; - - _—
§ pavronm : bt 1y 104007000k w snu sooi
i sz (OSh 13y s ' R0 BIATID 9Tl 2t i
; \iﬂ W Hnouscnd L2 I5'e) poraR

Kl;-ﬂmuﬂmlu A {Dw.—\ a

e e
LL2204B0GEN EOBO

Date:20180123 Check:6080 Account JIlll5566 Amount:4000.00 Date: 20180123 Check:6080 Account Jlll5566 Amount:4000.00

vane Mectraee Phversars, 12me COUNTER CHECK
me 4

Qo 16- 16061122C
3 = 7_2litfl ¥ un
Lo LG T _alrtl) ¥ o
® , 2407 1
! e EAonn A’VEJV/JTT'I | $ Y3000~ 1 ouriy2yazn grrazer 00000'EH il
20 7 Md 12320 BIAT/20 9-0L3:01 bR
forfy Yhree ~trousann pao Pl —— s |

CITY NATIONAL BANK
Bra vy 9

= e
L2V

1220 LB0EEN E0q¢2

'276/-0"'"

Date:20180214 Check:6092 Account 5566 Amount:43000.00 Date:20180214 Check:6092 AccountJl}5566 Amount:43000.00

; . UNTER CHECK
wan (e Priennrz) [ Ser7reransO

16:1606/1220

[701y oo
- 1 Lot
L uy Eapae) Fuoeuarry 810,000 |+ s s anany 53&3’{‘%
STFQA/“/’}’)OL).S%}TWJ Ca %> oo/’ﬂ?) = DOLLARS
- oyl ~

‘ 115220 W BEOEER EiOd

Date:20180307 Check:6101 Account 5566 Amount:10000.00 Date:20180307 Check:6101 Account 5566 Amount:10000.00

1904050105

Page 2 of 3



wn Michiace - OOUNTER DX
gnmounl Na. S—éca 3 [9 DATE

= £019 b
i 1 Ly
D ene EDAY Ay AT |1$ Soco— s weiecuner winscn JUOUS MDA
! 0] M 06320 BIZA0/E0  9-0L2:0D SZhL
Fut Trousano Amneo % e —_
3 STy NATIOMAL BN
revmencatarinn T 2 A
FOR A/\/I)(—\ - \.‘I
WY v
220 1B0GEN & 109
Date: 20180309 Check:6109 Account: 5566 Amount:5000.00 Date:20180309 Check:6109 Account: 5566 Amount:5000.00
1904050105
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Run Date: 5-Apr-19 Transaction Detail Report Page: |

Run Time: 1:13 PM User Name: LTAYLORM
BNK: CNB SND DATE: 180105 VAL: 180105 TRN: 180105-00006073
AMT: $1,600,000.00 CUR: USD FOR AMT: 1,600,000.00
SRC: FED ADV: LTR TYP: FTR LOC: CHECK NUM:
DBT: A/121140399 CDT: D/270145566
Acc: (I 37 ONFILE: N | AcC: D566 ON FILE: Y
DEPT: 098 CTRY: DEPT: 270 CTRY:
SILICON VALLEY BANK MICHAEL J AVENATTI
SANTA CLARA, CA ATTORNEY CLIENT TRUST ACCOUNT
520 NEWPORT CENTER DR SUITE 1400
SEND: NEWPORT BEACH CA 92660

SNDR REF NUM: 20180051122100
BNF: BK: N
ORIG: /3300963331
ORIG TO BNF INFO:

BROCK USA 2018 SETTLEMENT PAYMENT

REF NUM:




Outgoing Wires

Bank ID [Debit Account |[Debit Party Name Credit Account Credit Party Name Originator |Beneficiary Tran Date |Tran Num [Amount

CNB D566 |MICHAEL J AVENATTI 287 |KITSAP BANK Dillanos Coffee Roasters 20180108 3985| 41884.67
CNB DG 566 |MICHAEL J AVENATTI 287 |US BANK, NA Miller Nash Graham & Dunn LLP 20180108 4107| 16146.64
CNB D/!SSSG MICHAEL ) AVENATTI 287 [SUNTRUST BANK James R. Gailey & Associates P.A. 20180109 5252 30000
CNB D/G566 |MICHAEL J AVENATTI 287 |BANK OF AMERICA, N.A., NY Burke Contracting LLC 20180109 1852 30000
CNB D/HG566 |MICHAEL ) AVENATTI 8287 |ZB NA DBA CALIFORNIA BANK & TRUST Eagan Avenatti Trust Account 20180110 2195 60000
CNB O/HG566 |MICHAEL | AVENATTI 1 DENNIS N BRAGER A PROF CORP DBA 20180110 5871 27000
CNB D/MlG566 |MICHAEL ) AVENATTI 287 |ZB NA DBA CALIFORNIA BANK & TRUST Richard Beada 20180110 5042 17000
CNB D/EG566 |MICHAEL J AVENATTI 287 (UMPQUA BANK G & M Hollywood LLC 20180112 8794 13121
CNB D/BS566 |MICHAEL J AVENATTI 287 |KEYBANK NATIONAL ASSOCIATION Alki Bakery 20180116 7078| 10588.74
CNB D566 |MICHAEL J AVENATTI 287 |ZB NA DBA CALIFORNIA BANK & TRUST Global Baristas LLC 20180117 2065 10000
CNB O/ 566 |MICHAEL ) AVENATTI 287 |KITSAP BANK Dillanos Coffee Roasters 20180118 2106 24959
CNB D/S566 |MICHAEL ) AVENATTI 287 |ZB NA DBA CALIFORNIA BANK & TRUST Eagan Avenatti LLP Trust 20180124 2099 50000
CNB D/BS566 |MICHAEL ) AVENATTI 287 |WELLS FARGO BANK TD Ameritrade Clearing, Inc. Accoun 20180124 4142| 44791.45
CNB D/ S566 |MICHAEL J AVENATTI 287 |PACIFIC CONTINENTAL BANK AssuredPartners of Washington LLC 20180125 4728 19956
CNB D/HS566 |MICHAEL J AVENATTI 287 [PACIFIC CONTINENTAL BANK AssuredPartners of Washington LLC 20180125 5134 8652
CNB D/BG566 |MICHAEL ) AVENATTI 287 |CHASE MANHATTAN BANK NATIONWIDE LEGAL LLC 20180129 4095| 21321.07
CNB D/-SSEG MICHAEL | AVENATTI 287 |KITSAP BANK Dillanos Coffee Roasters 20180130 2795| 11343.81
CNB D/BIS566 |MICHAEL ) AVENATTI 287 |KEYBANK NATIONAL ASSOCIATION Alki Bakery 20180130 2811| 11267.79
CNB D/gSSBG MICHAEL J AVENATTI 8287 |WELLS FARGO BANK Coblentz Patch Duffy & Bass LLP 20180131 10088 37000
CNB DA G556 |MICHAEL ) AVENATTI 8287 [BANK OF AMERICA, N.A., NY Judy Kay Regnier 20180131 10086| 3867.43
CNB DAS566 |MICHAEL ) AVENATTI 8287 |KITSAP BANK Dillanos Coffee Roasters 20180205 4773| 14757.74
CNB D/S566 |MICHAEL ] AVENATTI 8287 |KEYBANK NATIONAL ASSOCIATION Alki Bakery 20180205 4771| 10841.99
CNB D/ G566 |MICHAEL J AVENATTI 8287 |ZB NA DBA CALIFORNIA BANK & TRUST Eagan Avenatti LLP Trust 20180207 2669 40000
CNB DA G566 |MICHAEL J AVENATTI 8287 |KITSAP BANK Dillanos Coffee Roasters 20180212 6020| 27241.81
CNB DG 566 |MICHAEL ) AVENATTI 8287 |KEYBANK NATIONAL ASSOCIATION Alki Bakery 20180212 6019| 10806.89
CNB D/G566 |MICHAEL J AVENATTI 8287 |JPMORGAN CHASE BANK, NA The X-Law Group PC 20180216 6890| 46146.81
CNB O/G566 |MICHAEL J AVENATTI 8287 |ZB NA DBA CALIFORNIA BANK & TRUST Global Baristas, LLC 20180314 3842 4000
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After printing this label:

1. Use the 'Print' button on this page to print your label to your laser or inkjet printer.
2. Fold the printed page along the horizontal line.
3. Place label in shipping pouch and affix it to your shipment so that the barcode portion of the label can be read and scanned.

Warning: Use only the printed original label for shipping. Using a photocopy of this label for shipping purposes is fraudulent and could

result in additional billing charges, along with the cancellation of your FedEx account number.

Use of this system constitutes your agreement to the service conditions in the current FedEx Service Guide, available on fedex.com.FedEx
will not be responsible for any claim in excess of $100 per package, whether the result of loss, damage, delay, non-delivery, misdelivery,or
misinformation, unless you declare a higher value, pay an additional charge, document your actual loss and file a timely claim.Limitations
found in the current FedEx Service Guide apply. Your right to recover from FedEx for any loss, including intrinsic value of the package, loss
of sales, income interest, profit, attorney's fees, costs, and other forms of damage whether direct, incidental consequential, or special is
limited to the greater of $100 or the authorized declared value. Recovery cannot exceed actual documented loss.Maximum for items of
extraordinary value is $1,000, e.g. jewelry, precious metals, negotiable instruments and other items listed in our ServiceGuide. Written
claims must be filed within strict time limits, see current FedEx Service Guide.

https://www.fedex.com/shipping/html/en/PrintlFrame.html

4/22/2019
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Case No.: 19-0-10483
R: Michael Avenatti

Bank: City National Bank
Account: xxxxxx5566

Period: 12/29/2017 - 01/31/201%

Post Date |CHK# ‘$tmtPeriod  Payee  Memo B ‘Dep Source Debit Credit,  SrvChg, CTA Balance
i | ; o $0.06

12/29/17-01/31/18 $0.00

01/05/18 incomingwire Brock USA 1600,000000 | $1,600,000.00
01/05/18 Hincoming wire service charge L 15.00! $1,599,985.00
01/08/18 outgoing wire Miller Nash Graham & Dunn ELP 16,146.64 $1,583,838.36
01/08/18 outgoing wire Dillanos Coffee Roasters 41,884.67; $1,541,953.69
01/08/18 outgoing wire service charge . 12,00 $1,541,941.69
01/08/18 ___ioutgoing wire service charge _12.00] $1,541,929.69
01/08/18 debit memo purchase of Cashier's Check payable 617,840.44 $924,089.25

to Edward Ricci per emait from Judy
i Regnier

01/09/18 : outgoing wire James R. Gailey & Associates P.A, 30,000.00 5894,089.25
01/09/18 ! m outgoing wire Burke Contracting LLC 30,000.00 $864,089.25
01/09/18 outgoing wire service charge o - 12,00 5864,077.25
01/09/18 - outgoing wire service charge i . 12.00!  $864,065.25
01/10/18 outgoing wire {Richard Beada 17,000.00 $847,065.25
01/10/18 outgoing wire | Eagan Avenatti Trust Account 60,000.00 $787,065.25
01/10/18 wire transfer debit . {Dennis N. Brager A Prof Corp 27,600.00 $760,065.25
01/10/18 outgoing wire service charge 12.00] $760,053.25
01/10/18 - outgoing wire service charge 12,000 5$760,041.25
01/10/18 wire transfer debit service charge 5.00 5760,036.25
01/11/18 debit memo purchase of Cashier's Check . 2,209.77| $757,826.48
01/11/18 debit memo purchase of Cashier's Check 111,113.22} $646,713.26
01/12/18 6072 Global Baristas US ~25,500.00 $621,213.26
01/12/18 outgoing wire G & M Hollywood LLC 13,121.00| $608,092.26
01/12/18 transfer to acct #3504 . 106,600.00 $508,092.26
01/12/18 outgoing wire service charge i 12.00) 5$508,080.26
01/16/18 outgoingwire ~ AlkiBakery 10,588.74 $497,491.52
01/16/18 transfer to acct #3504 ) 1,900.00 $495,591.52
01/16/18 outgoing wire service charge 12.00] $495,579.52
01/17/18 | i outgoing wire Globat Baristas LLC o _1g00000; $485,579.52
01/17/18 outgoing wire service charge 12,00 $485,567.52
01/18/18 loutgoingwire Dillanos Coffee Roasters 24,955.00 $460,608.52
01/18/18 ) __ioutgoing wire service charge _12.00,  5460,596.52
p1/23/18 6078 |Eagan Avenatti LEP .. 30,000.00 $430,596.52
01/23/18 6080 _iCash B 4,000.00 $426,596.52
01/24/18 loutgoing wire o | TD Ameritrade Clearing Inc. 44,791.45 $381,805.07
on\wn\wm ‘outgoing wire o Eagan Avenatti LLP Trust 50,000.00 $331,805.07
01/24/18 |outgoing wire service charge o ) ) | 12.00]  $331,793.07
01/24/18 loutgoing wire service charge S 12.00)  $331,781.07
01/25/18 R outgoing wire. Assured Partners of Washington LLC 8,652.00 ) $323,129.07
01/25/18 . ‘outgoing wire Assured Partners of Washington LLC 19,956.00 5 $303,173.07
01/25/18 | - ‘outgoing wire service charge 12.00; $303,161.07
01/25/18 mocﬁmowsm wire service charge 12.00 $303,149.07
"Michael ) Avenatti
Attorney Client Trust Account

Page1of3 CONFIDENTIAL {BAR Settiement)"



Case No.: 19-0-10483

R: Michael Avenatti

Bank: City National Bank
Account: xxxxxx5566

Period: 12/29/2017 - 01/31/2019

Post Date |CHK# Stmt Period  |Payee Memo Dep Source Debit Credit, SrvChg  CTA Balance
01/29/18 [outgoing wire Nationwide Legal USA 21,321.07 . | 5281,828.00
01/29/18 outgoing wire service charge ) 12.00:  $281,816.00
01/30/18 ] outgoing wire Alki Bakery o 11,267.79] [ $270,548.21
01/30/18 outgoing wire Diflanos Coffee Roasters ) 11,343.81 i 5259,204.40
01/30/18 outgoing wire service charge ~ 12.00] $259,192.40
01/30/18 _ ioutgoing wire service charge e 3 ~12.00;  5259,180.40
01/31/18 . . outgoing wire tudy Kay Regnier 3,867.43 $255,312.97
01/31/18 outgoing wire Coblentz Patch Duffy & Bass LLP 3700000 | $218,312.97
01/31/18 [transfer to acct #3504 _ 2,000.00 ] $216,312.97
01/31/18 | outgoing wire service charge ) ) i | 12.00] 5$215,300.97
01/31/18 ‘outgoing wire service charge ~ ) , )| 5216,288.97
01/31/18 interestin 13.18 $216,302.15
01/31/18 interest out ] 13.18 $216,288.97
02/01/18-02/28/18 B $216,288.97

02/05/18 outgoingwire Alki Bakery 10,841.99 $205,446.98
02/05/18 . outgoing wire Dillanos Coffee Roasters 14,757.747 $150,689.24
02/05/18 outgoing wire service charge 12.00,  $190,677.24
02/05/18 outgoing wire service charge o ] 12.00, $190,665.24
02/07/18 outgoing wire Eagan Avenatti LLP Trust 40,000.00 $150,665.241
02/07/18 outgoing wire service charge 12,00, $150,653.24
02/12/18 outgoing wire Alki Bakery 10,806.82 $139,846.35
02/12/18 __toutgoing wire Dillangs Coffee Roasters 27,241.81 5112,604.54
02/12/18 oulgoing wire service charge . 12.00 $112,592.54
02/12/18 outgoing wire service charge ] } 12.00; $112,580.54
02/14/18 16092 Eagan Avenatti LLP 43,000.00 ; $69,580.54
02/14/18 transfer to acct #3504 - | 2,000.00 $67,580.54
02/16/18 outgoing wire » The X-Law Group PC i 46,146.81 $21,433.73
02/16/18 outgoing wire service tharge N 12.00 $21,421.73
02/27/18 transfer to acct #3504 1,800.00 $19,621.73
02/28/18 interest in 237 $15,623.50
02/28/18 interest out ) 2.17 519,621.73
03/01/18-03/30/18 | _ $19,621.73

03/07/18 6101 Eagan Avenatti LLP - -~ 10,000.00| $9,621.73
(03/09/18 16109 Eagan Avenatti LLP 5,000.00 $4,621.73
03/14/18 outgoing wire Global Baristas LLC 4,000.00 | $621.73
03/14/18 outgoing wire service charge - 12.00 $609.73
03/30/18 interest in N N o 0.14 ) $609.87
03/30/18 | | interest out ] 014 $609.73
03/30/18-04/30/18 | - ] $609.73
04/19/18 transfer to acct #3504 ) 100.00, $509.73
04/30/18 interestin o - 0.01 $509.74
04/30/18 | interest out ! 0.0, _§509.73
m 05/01/18-05/31/18 ' W $509.73

05/31/18 | interest in j 0.02; _W $509.75
"Michael | Avenatti
Attorney Client Trust Account
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Case No.: 19-0-10483
R: Michael Avenatti

Bank: City National Bank
Account: xxxxxx5566

Period: 12/29/2017 - 01/31/201%

Post Date | CHK# Stmt Period Payee ~ Memo Dep Source | Debit  Credit] SrvChg] CTABalance
05/31/18 B interest out 0.02 $509.73
~ 08/01/18-06/29/18 ) | m, ) , $509.73

06/29/18 interest in . m 001 $509.74
06/29/18 interest out - 0.01 . $509.73
| 06/30/18-07/31/18 4, | $509.73

07/31/18 linterest in B - 0.01 $509.74
07/31/18 o interest out B 0.01 $509.73
08/01/18-08/31/18 B $509.73

08/31/18 interestin o001 $509.74
08/31/18 interest out o 001 $509.73
09/01/18-09/28/18 | ) W $509.73

09/28/18 __|interestin ] N 0.07 $509.80
09/28/18 o interest out ; L 0.07 $509.73
09/29/18-10/31/18 $509.73

10/26/18 transfer to acct #3504 - $9.73
10/31/18 interestin. ) | 0.09 $5.82
10/31/18 interest out 009, $9.73
11/01/18-11/30/18 e ) $9.73

o {no activity) ] $9.73

12/01/18-12/31/18 | $9.73

12/31/18 o interest in : 0.01 L $9.74
12/31/18 ., interest out - L ooy ) $9.73
01/01/19-01/31/18 | oy %973

D1/15/19 Legal Process Debit 9.73] $0.00
"Michael J Avenatti
Attorney Client Trust Account

Page 3 of 3 CONFIDENTIAL {BAR Settlement)"
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Case No.: 19-0-10493
Resp.: Avenatti
CW: Bledsoe

Outgoing debits from CTA # xxxxx5566, sorted by Payee:

January 16, 2018
January 30, 2018
February 5, 2018
February 12, 2018

January 25, 2018
January 25, 2018

January 9, 2018

January 23, 2018
January 31, 2018
January 10, 2018

January 8, 2018
January 18, 2018
January 30, 2018
February 5, 2018
February 12, 2018

January 10, 2018
January 23, 2018
January 24, 2018
February 7, 2018
February 14, 2018
March 7, 2018
March 9, 2018

January 12, 2018

Alki Bakery
Alki Bakery
Alki Bakery
Alki Bakery

Assured Partners of Washington LLC
Assured Partners of Washington LLC

Burke Contracting LLC

Cash — check # 6080

Coblentz Patch Duffy & Bass LLP
Dennis N. Brager A Prof Corp

Dillanos Coffee Roasters
Dillanos Coffee Roasters
Dillanos Coffee Roasters
Dillanos Coffee Roasters
Dillanos Coffee Roasters

Eagan Avenatti Trust Account
Eagan Avenatti LLP — check # 6078
Eagan Avenatti LLP Trust

Eagan Avenatti LLP Trust

Eagan Avenatti LLP — check # 6092
Eagan Avenatti LLP — check # 6101
Eagan Avenatti LLP — check # 6109

G & M Hollywood LLC

outgoing wire
outgoing wire
outgoing wire
outgoing wire

outgoing wire
outgoing wire

outgoing wire

outgoing wire

wire transfer debit

outgoing wire
outgoing wire
outgoing wire
outgoing wire
outgoing wire

outgoing wire

outgoing wire
outgoing wire

outgoing wire

$10,588.74
11,267.79
10,841.99
10,806.89

$43,505.41

$ 8,652.00
19,956.00

$28,608.00
$30,000.00
$4,000.00
$37,000.00
$27,000.00
$ 41,884.67
24,959.00
11,343.81

14,757.74
27,241.81

$120,187.03

$ 60,000.00
30,000.00
50,000.00
40,000.00
43,000.00
10,000.00

5,000.00

$238,000.00

$13,121.00



January 12, 2018
January 17, 2018
March 14, 2018

January 9, 2018
January 31, 2018
January 8, 2018
January 29, 2018

January 8, 2018
January 8, 2018
January 9, 2018
January 9, 2018
January 10, 2018
January 10, 2018
January 12, 2018
January 16, 2018
January 17, 2018
January 18, 2018
January 24, 2018
January 24, 2018
January 25, 2018
January 25, 2018
January 29, 2018
January 30, 2018
January 30, 2018
January 31, 2018
January 31, 2018
February 5, 2018
February 5, 2018
February 7, 2018
February 12, 2018
February 12, 2018
February 16, 2018
March 14, 2018

Page One Sub-total:
Global Baristas US — check # 6072

Global Baristas LLC
Global Baristas LLC

James R. Gailey & Associates P.A.

Judy Kay Regnier

Miller Nash Graham & Dunn LLP

Nationwide Legal USA

outgoing wire service charge
outgoing wire service charge
outgoing wire service charge
outgoing wire service charge
outgoing wire service charge
outgoing wire service charge
outgoing wire service charge
outgoing wire service charge
outgoing wire service charge
outgoing wire service charge
outgoing wire service charge
outgoing wire service charge
outgoing wire service charge
outgoing wire service charge
outgoing wire service charge
outgoing wire service charge
outgoing wire service charge
outgoing wire service charge
outgoing wire service charge
outgoing wire service charge
outgoing wire service charge
outgoing wire service charge
outgoing wire service charge
outgoing wire service charge
outgoing wire service charge
outgoing wire service charge

outgoing wire
outgoing wire
outgoing wire
outgoing wire
outgoing wire

outgoing wire

$541,421.44
$25,500.00
10,000.00
4,000.00

$39,500.00
$30,000.00

$3,867.43
$16,146.64
$21,321.07

$12.00
12.00
12.00
12.00
12.00
12.00
12.00
12.00
12.00
12.00
12.00
12.00
12.00
12.00
12.00
12.00
12.00
12.00
12.00
12.00
12.00
12.00
12.00
12.00
12.00
12.00

$312.00



January 8, 2018

Page Two Sub-total:

purchase of Cashier's Check payable to

Edward Ricci per email from Judy

January 11, 2018
January 11, 2018

January 10, 2018
January 24, 2018
February 16, 2018

January 12, 2018
January 16, 2018
January 31, 2018
February 14, 2018
February 27, 2018
April 19, 2018
October 26, 2018

Regnier
purchase of Cashier's Check
purchase of Cashier's Check

Richard Beada
TD Ameritrade Clearing Inc.
The X-Law Group PC

transfer to acct #3504
transfer to acct #3504
transfer to acct #3504
transfer to acct #3504
transfer to acct #3504
transfer to acct #3504
transfer to acct #3504

Page Three Sub-Total:

Page One:  $ 541,421.44
Page Two: 111,147.14
Page Three: 947,401.69
Total: $1,599,970.27
Deposit: $1,600.000.00
Outgoing: 1,599,950.00

Remainder: $

29.73

Not included in above groupings:

January 5, 2018
January 10, 2018
January 15, 2019

incoming wire service charge
wire transfer debit service charge

remaining balance

debit memo

debit memo
debit memo
outgoing wire
outgoing wire

outgoing wire

$15.00
5.00
9.73
$29.73

$111,147.14

$617,840.44

2,209.77
111,113.22

$731,163.43
$17,000.00
$44,791.45
$46,146.81

$100,000.00
1,900.00
2,000.00
2,000.00
1,800.00
100.00
500.00

$108,300.00

$947,401.69
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Approved: ) . é&ﬁl - e
MATTHYW PODOLIYKY/ROBERT L. BOONE/ROBERT B. SOBELMAN
Assistant Un¥ted States Attorneys

Before: THE HONORABLE STEWART D. AARON

United States Magistrate Judge 1 9MAG
Southern District of New York ; .
_ _ — _ —_ _ - _ _ — _ — —_ — _ P X
UNITED STATES OF AMERICA : SEALED COMPLAINT
- v. - : Violations of 18 U.S.C.

§§ 371, 875(d), 1951, and 2
MICHAEL AVENATTI,
: COUNTY OF OFFENSE:
Defendant. . NEW YORK

- X

SOUTHERN DISTRICT OF NEW YORK, ss.:

CHRISTOPHER HARPER, being duly sworn, deposes and says that
he is a Special Agent with the Federal Bureau of Investigation
(*FBI”), and charges as follows:

COUNT ONE
(Conspiracy to Transmit Interstate
Communications with Intent to Extort)

1. In or about March 2019, in the Southern District of
New York and elsewhere, MICHAEL AVENATTI, the defendant, and
others known and unknown, knowingly, and willfully, did combine,
conspire, confederate, and agree together and with each other to
commit an offense against the United States, to wit,
transmission of an interstate communication with intent to
extort, in wviolation of Title 18, United States Code, Section
875 (4d) .

2. It was a part and an object of the conspiracy that
MICHAEL AVENATTI, the defendant, and others known and unknown,
unlawfully, willfully, and knowingly, and with intent to extort
from a corporation any money and other thing of value, would and
did transmit in interstate commerce a communication containing a
threat to injure the reputation of a corporation, in violation
gf Title 18, United States Code, Section 875(d), to wit,

VENATTI and a co-conspirat ]
("CC17) doviced a SChgme tgreissr?a:egois a defendant herein
pany by means of an
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interstate communication by threatening to damage the company’s
reputation if the company did not agree to make multi-million
dollar payments to AVENATTI and CC-1, and further agree to pay
an additional $1.5 million to a client of AVENATTI's.

OVERT ACTS

3. In furtherance of the conspiracy and to effect the
illegal object thereof, the following overt acts, among others,
were committed in the Southern District of New York and
elsewhere:

a. On or about March 19, 2019, in Manhattan, MICHAEL
AVENATTI, the defendant, and CC-1 met with attorneys for NIKE,
Inc. (“Nike”) and threatened to release damaging information

regarding Nike if Nike did not agree to make multi-million
dollar payments to AVENATTI and CC-1 and make an additional $1.5
million payment to an individual AVENATTI claimed to represent
(“Client-1"}).

b. On or about March 20, 2019, AVENATTI and CC-1
spoke by telephone with attorneys for Nike, during which
AVENATTI stated, with respect to his demands for payment of
millions of dollars, that if those demands were not met “I’1ll go
take ten billion dollars off your client’s market cap . . . I'm
not fucking around.”

(Title 18, United States Code, Section 371.)

COUNT TWO
(Conspiracy to Commit Extortion)

4. In or about March 2019, in the Southern District of
New York and elsewhere, MICHAEL AVENATTI, the defendant, and
others known and unknown, unlawfully and knowingly combined,
conspired, confederated, and agreed together and with each other
to commit extortion, as that term is defined in Title 18, United
States Code, Section 1951 (b) (2), and thereby would and did
obstruct, delay, and affect commerce and the movement of
articles and commodities in commerce, as that term is defined in
Title 18, United States Code, Section 1951 (b) (3), to wit, on an
interstate telephone call, AVENATTI and CC-1 used threats of
economic harm in order to obtain multi-million dollar payments
from Nike to AVENATTI and CC-1, and further to obtain an
additional $1.5 million for Client-1.

(Title 18, United States Code, Section 1951.)
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COUNT THREE
(Transmission of Interstate
Communications with Intent to Extort)

5. On or about March 20, 2019, in the Southern District
of New York and elsewhere, MICHAEL AVENATTI, the defendant,
unlawfully, knowingly, and willfully, and with intent to extort
from a corporation any money and other thing of value, did
transmit in interstate commerce a communication containing a
threat to injure the reputation of a corporation, and did aid
and abet the same, to wit, AVENATTI, during an interstate
telephone call, threatened to cause substantial financial harm
to Nike and its reputation if Nike did not agree to make multi-
million dollar payments to AVENATTI, and further agree to pay an
additional $1.5 million to Client-1.

(Title 18, United States Code, Sections 875(d) and 2.)

COUNT FOUR
(Extortion)

0. In or about March 2019, in the Southern District of
New York and elsewhere, MICHAEL AVENATTI, the defendant,
willfully and knowingly, did attempt to commit extortion as that
term is defined in Title 18, United States Code, Section
1951 (b) (2), and thereby would and did obstruct, delay, and
affect commerce and the movement of articles and commodities in
commerce, as that term is defined in Title 18, United States
Code, Section 1951(b) (3), to wit, AVENATTI used threats of
economic harm in an attempt to obtain multi-million dollar
payments from Nike, and further to obtain an additional $1.5
million for Client-1.

(Title 18, United States Code, Sections 1951 and 2.)

BACKGROUND TO THE EXTORTION SCHEME

The bases for my knowledge and for the foregoing charges
are, in part, as follows:

7. I am a Special Agent with the FBI and I have been
personally involved in the investigation of this matter, which
has been handled jointly by Special Agents of the FBI and of the
United States Attorney’s Office. This affidavit is based upon
my personal participation in the investigation of this matter,
my conversations with other law enforcement agents, witnesses,
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and others, as well as my examination of reports and records.
Because this affidavit is being submitted for the limited
purpose of establishing probable cause, it does not include all
the facts that I have learned during the course of my
investigation. Where the contents of documents and the actions,
statements, and conversations of others are reported herein,
they are reported in substance and in part, except where
otherwise indicated.

8. Based on my involvement in this investigation, and set
forth in greater detail below, I have become aware of a multi-
million extortion scheme in which MICHAEL AVENATTI, the
defendant, and CC-1 used threats of economic and reputational
harm to extort Nike, a multinational corporation engaged in,
among other things, the marketing and sale of athletic apparel,
footwear, and equipment. Specifically, AVENATTI threatened to
hold a press conference on the eve of Nike’s guarterly earnings
call and the start of the annual National Collegiate Athletic
Association (“NCAA”) tournament at which he would announce
allegations of misconduct by employees of Nike. AVENATTI stated
that he would refrain from holding the press conference and
harming Nike only if Nike made a payment of $1.5 million to a
client of AVENATTI's in possession of information damaging to
Nike, i.e., Client-1, and agreed to “retain” AVENATTI and CC-1
to conduct an “internal investigation” - an investigation that
Nike did not request - for which AVENATTI and CC-~1 demanded to
be paid, at a minimum, between $15 and $25 million.
Alternatively, and in lieu of such a retainer agreement,
AVENATTI and CC-1 demanded a total payment of $22.5 million from
Nike to resolve any claims Client~1 might have and additioconally
to buy AVENATTI’s silence.

RELEVANT ENTITIES AND INDIVIDUALS

9. As set forth further below, and based on my
involvement with the investigation to date, I am aware of the
following:

a. MICHAEL AVENATTI, the defendant, is an attorney
licensed to practice in the state of California, with a large
public following due to, among other things, his representation
of celebrity and public figure clients, as well as frequent
media appearances and use of social media.

b. CC-1 is also an attorney licensed to practice in
the state of California, and similarly known for representation
of celebrity and public figure clients.
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c. Nike is a multinational, publicly-held
corporation headquartered in Beaverton, Oregon. Nike produces
and markets athletic apparel, footwear, and equipment, and also
sponsors athletic teams in many sports, including basketball, at
various levels, including the high school, amateur, collegiate,
and professional levels.

d. “Client-1” is a coach of an amateur athletic
union (“AAU”) men’s basketball program based in California. For
a number of years, the AAU program coached by Client-1 had a
sponsorship agreement with Nike pursuant to which Nike paid the
AAU program approximately $72,000 annually.

e. “Attorney-1” and “Attorney-2” work at a law firm
based in New York and represent Nike.

f. The “In-House Attorney” is an attorney who works
for Nike.
THE MARCH 19 MEETING WITH AVENATTI
10. Based on my conversations with other law enforcement

officers, review of notes, text messages, and emails, and
discussions with Attorney-1 who, as noted above, represents
Nike, I have learned the following information, in substance and
in part:

a. On or about March 13, 2019, Attorney-1l learned
from a representative of Nike that CC-1 had contacted Nike and
stated, in substance and in part, that he wished to speak to
representatives of Nike. CC-1 had further stated, in substance
and in part, that the discussion should occur in person, not
over the phone, as it pertained to a sensitive matter.

b. On or about March 15, 2019, Attorney-1 spoke by
phone with CC-1, and CC-1 stated, in substance and in part, that
he was trying to be discreet on the phone, but that he and
MICHAEL AVENATTI, the defendant, wished to speak with
representatives of Nike in person.

c. On or about March 19, 2019, at approximately
12:00 p.m., Attorney-1, Attorney-2, and the In-House Attorney
met with AVENATTI and CC-1 at CC-1's office in New York, New
York, during which the following occurred, among other things:

i. AVENATTI stated, 1in substance and in part,
that he represented Client-1, an AAU coach, whose team had
previously had a contractual relationship with Nike, but whose
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contract Nike had recently decided not to renew. According to
AVENATTI, Client-1 had evidence that one or more Nike employees
had authorized and funded payments to the families of top high
school basketball players and/or their families and attempted to
conceal those payments, similar to conduct involving a rival
company that had recently been the subject of a criminal
prosecution in this District. AVENATTI identified three former
high school players in particular, and indicated that his client
was aware of payments to others as well.

ii. AVENATTI further stated, in substance and in
part, that he intended to hold a press conference the following
day to publicize the asserted misconduct at Nike, which would
negatively affect Nike’s market value. In particular, AVENATTI
stated, in substance and in part, that he had approached Nike
now because he knew that the annual NCAA tournament - an event
of significance to Nike and its brand - was about to begin and
further because he was aware that Nike’s quarterly earnings call
was scheduled for March 21, 2019, thus maximizing the potential
financial and reputational damage his press conference could
cause to Nike.

iii. AVENATTI further stated, in substance and in
part, that he would refrain from holding that press conference
and damaging Nike if Nike agreed to two demands: (1) Nike must
pay $1.5 million to Client-1 as a settlement for any claims
Client-1 might have regarding Nike’s decision not to renew its
contract with the team coached by Client-1; and (2) Nike must
hire AVENATTI and CC-1 to conduct an internal investigation of
Nike, with a provision that i1if Nike hired another firm to
conduct such an internal investigation, Nike would still be
required to pay AVENATTI and CC-1 at least twice the fees of any
other firm hired.

iv. At the end of the meeting, AVENATTI and CC-1
indicated that Attorney-1 and Nike would have to agree to accept
those demands immediately or AVENATTI would hold his press
conference. 1In particular, CC-1 indicated that he and AVENATTI
would contact Attorney-1, Attorney-2, and the In-House Attorney
later that afternoon to discuss Nike’s response.

d. Later that day, Attorney-1 left a voicemail for
CC-1 indicating that Nike needed time. CC-1 subsequently
returned Attorney-1's call and stated, in substance and in part,
that AVENATTI had agreed to give Nike until Thursday (i.e. two
days) to consider the demands before holding the threatened
press conference.
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e. After the conclusion of the meeting described
above, representatives of Nike contacted representatives of the
United States Attorney’s Office for the Southern District of New
York regarding AVENATTI’s threats and extortionate demands.

THE MARCH 20 CALL WITH AVENATTI

11. Based on my conversations with other law enforcement
officers and Attorney-1, my own observations, and my review of
notes, text messages, audio recordings and draft transcriptions
of those conversations, I have learned the following
information, in substance and in part:

a. On or about March 20, 2019, at the direction of
law enforcement, Attorney-1 sent CC-1 a text message to schedule
a telephone call for later that day.

b. On or about March 20, 2019, at approximately 4:00
p.m., Attorney-1 and Attorney-2, who were in their offices in
New York, New York, spocke to CC-1 on a telephone call that was
consensually recorded and monitored by law enforcement. During
the call, and at the direction of law enforcement, Attorney-1
asked CC-1 for more time to consider the demands made by MICHAEL
AVENATTI, the defendant, and CC-1 the day before and/or another
in-person meeting to discuss those demands. CC-1, who stated,
in substance and in part, that he was in Miami, Florida, at the
time, said that he would speak to AVENATTI to discuss the
possibility of delaying the deadline for Nike’s response and
would further discuss with AVENATTI the possibility of setting
up another in-person meeting.

c. Less than an hour later, at approximately 4:50
p.m., Attorney-1 and Attorney-2 again spoke to CC-1 on a
telephone call that was consensually recorded and monitored by
law enforcement. During the call, CC-1 indicated that he had
spoken to AVENATTI, who was yelling and angry because he did not
believe that Nike needed more time to respond to the demands for
payment. CC-1 stated, in substance and in part, that Attorney-1
and Attorney-2 would need to provide some justification for
delaying the deadline and that CC-1 would attempt to set up
another call with AVENATTI so that Attorney-1 could discuss the
request for an extension with AVENATTI directly.

d. Shortly thereafter, at approximately 5:10 p.m.,
Attorney-1 and Attorney-2 engaged in a three-way phone
conversation with AVENATTI and CC-1 that was consensually
recorded and monitored by law enforcement. During that call, the
following, among other things, occurred:
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i. AVENATTI reiterated that he expected to “get
a million five for our guy” (i.e., Client-1) and be “hired to
handle the internal investigation” adding that and “if you don’t
wanna do that, we’re done here.”?

ii. AVENATTI also reiterated threats made during
the previous in-person meeting along with his demand for a
multi-million dollar retainer to do an internal investigation.
With respect to the internal investigation, AVENATTI made clear
that his demand was not simply to be retained by Nike but to be
paid at least $10 million dollars or more by Nike in return for
not holding a press conference.

1ii. In particular, AVENATTI stated, in part:
“I'm not fucking around with this, and I’'m not continuing to
play games. . . . You guys know enough now to know you’ve got a

serious problem. And it’s worth more in exposure to me to just
blow the 1lid on this thing. A few million dollars doesn’t move
the needle for me. I’'m just being really frank with you. So if
that’s what, if that’s what’s being contemplated, then let’s
just say it was good to meet you, and we’re done. And I'11l
proceed with my press conference tomorrow . . . . I’m not
fucking around with this thing anymore. So if you guys think
that you know, we’re gonna negotiate a million five, and you’re
gonna hire us to do an internal investigation, but it’s gonna be
capped at 3 or 5 or 7 million dollars, like let’s just be done.

And I’11 go and I'1l1l go take ten billion dollars off your
client’s market cap. But I'm not fucking around.”

iv. AVENATTI and CC-1 continued to discuss how
much AVENATTI expected to be paid by Nike for doing an “internal
investigation.” AVENATTI made clear his view that an internal

investigation of conduct at a company like Nike could be valued
at “tens of millions of dollars, if not hundreds,” stating, in
part, “let’s not bullshit each other. We all know what the
reality of this is,” adding later in the conversation that while
he did not expect to be paid $100 million, he did expect to be
paid more than $9 million.

V. Finally, AVENATTI stated, in substance and
in part, that he would agree to meet with Attorney-1 in person
the following day, Thursday, March 21, the date of Nike’s
scheduled quarterly earnings call and the beginning of the NCAA
tournament, to present the exact amount he demanded from Nike

1 The quotations set forth in this Complaint are based on
draft transcriptions of the recorded conversations, and are in
preliminary form only and subject to change upon further review.

8
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and under what terms it would have to be paid. AVENATTI further
stated, 1n substance and in part, that Nike would be required to
provide an answer the following Monday or he would hold his
press conference.

THE MARCH 21 MEETING WITH AVENATTI

12. Consistent with the phone call described above, and
based on my conversations with other law enforcement officers
and Attorney-1, my own observations, and my review of a video
recording and draft transcription of that video recording, T
know that, on or about March 21, 2019, MICHAEL AVENATTI, the
defendant, CC-1, Attorney-1, and Attorney~2 met at CC-1's office
in New York. That meeting was consensually video- and audio-
recorded by Attorney-1 and Attorney-2. During that meeting, the
following, among other things, occurred:

a. At the beginning of the meeting, and at the
direction of law enforcement, Attorney-1 stated that he did not
believe that a payment to AVENATTI’s client would be the
“sticking point” but that Attorney-1 needed to know more about
the proposed “internal investigation.” AVENATTI stated, in
substance and in part, that he and CC-1 would require a $12
million retainer to be paid immediately and to be “deemed earned
when paid,” with a minimum guarantee of $15 million in billings
and a maximum of $25 million, “unless the scope changes.”

During the meeting, AVENATTI and CC-1 also stated, in substance
and in part, that an “internal investigation” could benefit
Nike, by, among other things, allowing Nike to “self-report” any
misconduct, and that it would be Nike’s choice whether to do so.

b. Attorney-1 noted that Attorney-1 had never
received a $12 million retainer from Nike and had never done an
investigation for Nike “that breaks $10 million.” AVENATTI
responded, in substance and in part, by asking whether Attorney-
1 has ever “held the balls of the client in your hand where you
could take five to six billion dollars market cap off of them?”

C. Attorney-1 also reiterated, at the direction of
law enforcement, that Attorney-1 did not think paying AVENATTI's
client $1.5 million would be a “stumbling block,” but asked
whether there would be any way to avoid AVENATTI carrying out
the threatened press conference without Nike retaining AVENATTI
and CC-1. 1In particular, Attorney-1 asked, in substance and in
part, whether Nike could resolve the demands just by paying
Client-1, rather than retaining AVENATTI and CC-1. CC-1
indicated that CC-1 understood that Nike might like to get rid
of the problem in “one fell swoop,” rather than have it “hanging

9
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over their head.” AVENATTI noted that he did not think it made
sense for Nike to pay Client-1 an “exorbitant sum of money .
in light of his role in this.” AVENATTI and CC-1 then left the

room to confer privately.,

d. After returning, AVENATTI stated, in part, “If
[Nike] wants to have one confidential settlement and we’re done,
they can buy that for twenty-two and half million dollars and
we’'re done. . . . Full confidentiality, we ride off into the
sunset. "

e. AVENATTI then added that “I just wanna share with
you what’s gonna happen, if we don’t reach a resoclution.”
AVENATTI then laid out again his threat of harm to Nike, adding
that, “as soon as this becomes public, I am going to receive
calls from all over the country from parents and coaches and
friends and all kinds of people - this is always what happens -
and they are all going to say I've got an email or a text
message or — now, 90% of that is going to be bullshit because
it’s always bullshit 90% of the time, always, whether it’s R.
Kelly or Trump, the list goes on and on — but 10% of it is
actually going to be true, and then what’s going to happen is
that this is going to snowball . . . and every time we got more
information, that’s going to be the Washington Post, the New
York Times, ESPN, a press conference, and the company will die -
not die, but they are going to incur cut after cut after cut
after cut, and that’s what’s going to happen as soon as this
thing becomes public.”

f. Finally, AVENATTI and CC-1 agreed to meet at
Attorney-1’'s office on Monday, March 25, 2019. AVENATTI made
clear that Nike would have to accede to his demands at that
meeting or he would hold his press conference, stating in part,
“If this is not papered on Monday, we are done. I don’t want to
hear about somebody on a bike trip. I don’t want to hear that
somebody has, that somebody’s grandmother passed away or
the dog ate my homework, I don’t want to hear - none of it is
going to go anywhere unless somebody was killed in a plane
crash, it’s going to go zero, no place with me.”

13. Based on my review of a Twitter account publicly
associated with MICHAEL AVENATTI, the defendant, I have learned
that, consistent with the threats communicated by AVENATTI, as
described above, and within approximately two hours after the
conclusion of the video-recorded meeting described above,
AVENATTI posted the following message on Twitter:

10
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Michael Avenatti @ @MichaelA... - 36m v

w Something telis me that we have not reached
the end of this scandal. It is likely far far
broader than imagined...

College basketball corruption trial: Ex-
Adidas exec sentenced to nine months in ...

& cbssports.com

O 18 T 38 QO 129 e

Based on my participation in the investigation, and my review of
the article referred to in the tweet described above, I am aware
that the article refers to the prior prosecution involving
employees of a rival company referred to by AVENATTI in his
initial March 19 meeting with attorneys for Nike.

WHEREFORE, deponent respectfully requests that a warrant be
issued for the arrest of MICHAEL AVENATTI, the defendant, and
that he be arrested and imprisoned or bailed, as the case may
be.

Crp—

SPECIA]} AGENT CHRISTOPHER HARPER
FEDERAL BUREAU OF INVESTIGATION

Sworn to before me this
24th day of March, 2019

THE HONORARLE STEWART D. AARON

UNITED STATES MAGISTRATE JUDGE
SOUTHERN DISTRICT OF NEW YORK

11
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AO 91 (Rev. 11/82) CRIMINAL COMPLAINT
UNITED STATES DISTRICT COURT CENTRAL DISTRICT QE lg éBTFﬂRNTA ‘
ULERK, US. DISTRICT COURT
DOCKET NO.

UNITED STATES OF AMERICA
v.

MICHAEL J. AVENATTI

MAR 2 2 2019

MAGISTRATE’S CASE NO. JENTRA‘\ ﬁbl OF CALIFO RNIA
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Complaint for violations of Title 18, United States Code, Sections 1343 and 1344(1)

NAME OF MAGISTRATE JUDGE LOCATION

UNITED STATES o
HONORABLE DOUGLAS F. MCCORMICK MAGISTRATE JUDGE | Santa Ana, California
DATE OF OFFENSES PLACE OF OFFENSE ADDRESS OF ACCUSED (IF KNOWN)
Beginning in.or around Orange County and 10000 Santa Monica Boulevard, Unit 2205,
January 2014 and continuing | Los Angeles County Los Angeles, California 90067
through in or around March
2019

COMPLAINANT’S STATEMENT OF FACTS CONSTITUTING THE OFFENSE OR VIOLATION:
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(See attached Comfplaint’s Statement of Facts Constituting the Offense or Violation which is incorporated as part

BASIS OF COMPLAINANT’S CHARGE AGAINST THE ACCUSED:

(See attached Affidavit which is incorporated as part of this Complaint)

MATERIAL WITNESSES IN RELATION TO THIS CHARGE: N/A

Being duly sworn, I declare that the
foregoing is true and correct to the best
Of my knowledge' OFFICIAL TITLE

Special Agent Internal Revenue Service — Criminal Investigation

Sworn to beerme and subscribed in my presence, f

SIGNATU'RE/O GISTRATE JUDGE(‘)
/| DOUGLAS

/ i
] Y.

DATE

March 22, 2019

(1) See Federal Ryleg of Criminal Prw}dd 54
AUSAS Julian L. André 218=894.6683 and Brett A. Sagel 714.338.3598 REC: Detention
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Comg}aint’s Statement of Facts

Constituting the Offense or Violation

COUNT ONE

[18 U.S.C. § 1344(1)]

Beginning in or about January 2014, and continuing through
in or about April 2016, in Orange County, within the Central
District of California, and elsewhere, defendant MICHAEL J.
AVENATTI (“AVENATTI”), together with others known and unknown,
knowingly and with intent to defraud, executed and attempted to
execute a scheme to defraud The Peoples Bank as to material
matters.

On or about December 12, 2014, in Orange County, within the
Central District of California, and elsewhere, defendant
AVENATTI, together with others known and unknown, committed and
willfully caused others to commit the following act, which
constituted an execution of, or an attempt to execute, the
fraudulent scheme: (1) wire transfer of approximately $494,500
from The Peoples Bank in Biloxi, Mississippi, to a California
Bank & Trust bank account in the name of Eagan Avenatti LLP in

Irvine, California.
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COUNT TWO
[18 U.S.C. § 1343]

Beginning asg early as in or around December 2017 and
continuing through in or around March 2019, in Los Angeleg and
Orange Counties, within the Central District of California, and
elsewhere, defendant MICHAEL J. AVENATTI (“AVENATTI”), knowingly
and with intent to defraud, devised participate in, and executed
a scheme to defraud clients to whom defendant AVENATTI had
agreed to provide legal services, as to material matters, and to
obtain money and property from his legal clients by means of
material false and fraudulent pretenses, representations, and
promises, and the concealment of material facts.

On or about January 5, 2018, in Los Angeles and Orange
Counties, within the Central District of California, and
elsewhere, defendant AVENATTI, for the purpose of executing the
above-described scheme to defraud, transmitted or caused the
transmission of the following items by means of wire
communication in interstate and foreign commerce: (1) wire
transfer of approximately $1,600,000 sent from Silicon Valley
Bank through the interstate Fedwire system to defendant
AVENATTI’s City National Bank attorney trust account in Los

Angeleg, California.
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AFFIDAVIT

I, Remoun Karlous, being duly sworn, declare and state as

follows:
I. INTRODUCTION
1. I am a Special Agent (“SA”) with the Intermnal Revenue
Service-Criminal Investigation (“IRS-CI”) in the Los Angeles

Field Office and have been so employed since April 1995. As an
IRS-CI SA, I have investigated numerous cases involving criminal
violations of Title 18, Title 21, Title 26, and Title 31 of the
United States Code, which have resulted in seizure, sgearch, and
arrest warrants. 1In particular, I have investigated cases
involving money laundering, international money laundering,
securities fraud, tax evasion (domestic and international
casesg), and subscribing to false tax returns.

II. PURPOSE OF AFFIDAVIT

2. This affidavit is submitted in support of an arrest
warrant for and criminal complaint charging Michael J. Avenatti
(“AVENATTI”) with: (a) one count of bank fraud, in violation of
18 U.S.C. § 1344(1); and (b) one count of wire fraud, in
violation of 18 U.S.C. § 1343.

3. The facts set forth in this affidavit are based upon
my personal observations, my training and experience, and
information obtained from various law enforcement personnel and
witnesses. This affidavit is intended to show merely that there
is sufficient probable cause for the requested warrant and
complaint, and does not purport to set forth all of my knowledge

of or investigation into this matter. Unless specifically
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indicated otherwise, all conversations and statements described
in this affidavit are related in substance and in part only.

ITIT. STATEMENT OF PROBABLE CAUSE

A. February 2019 Warrant to Search GBUS Digital Devices

4, On February 22, 2019, in case number 8:19-MJ-103, I
submitted an affidavit in support of an application for a
warrant to search seven digital devices in the custody of IRS-CI
in Laguna Niguel, California (the “prior affidavit”); the seven
digital devices had been produced by former Global Baristas US
LLC (“GBUS”) employees. The Honorable Douglas F. McCormick,
United States Magistrate Judge, authorized the warrant that same
day (the “February 2019 search warrant”). The application for a
search warrant in case number 8:19-MJ-103, as well as my prior
affidavit in support thereof, are attached hereto as Exhibit 1
and incorporated herein by reference. In summary, my prior
affidavit stated, among other things, the following:

a. AVENATTI was and is an attorney licensed to
practice law in the State of California. AVENATTI practiced law
through Avenatti & Associates, APC (“A&A”) and Eagan Avenatti
LLP (“EA LLP”) in Newport Beach, California. AVENATTI was the
sole owner of A&A.

b. AVENATTI was also the principal owner and Chief
Executive Officer (“CEO”) of GBUS, which operated Tully’s Coffee
("Tully’s”) stores in Washington and California. In 2013,
AVENATTI's company, Global Baristas LLC (“GB LLC”), acquired TC
Global Inc., which previously operated Tully’s, out of

bankruptcy for approximately $9.2 million. AVENATTI's company,
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A&A, owned 100 percent of Doppio Inc., which in turn owned 80
percent of GB LLC. GB LLC wholly owned GBUS, which handled the
day-to-day business operations of Tully’s.

c. There is probable cause to believe that between
at least 2011 and the present AVENATTI committed federal
offenses, including, but not limited to, the following:

(1) fraud-related offenses relating to loans AVENATTI and his
companies obtained from The Peoples Bank in Mississippi (Ex. 1,
§ IV.F); and (ii) wire fraud and money laundering offenses
relating to an approximately $1.6 million settlement payment
AVENATTI and EA LLP received in January 2018, but failed to
transfer to EA LLP's client (Ex. 1, § IV.G).

d. First, between approximately January 2014 and
December 2014, AVENATTI obtained three separate loans from The
Peoples Bank, a FDIC insured bank in Mississippi: (1) a $850,500
loan to GB LLC in January 2014; (2) a $2,750,000 loan to EA LLP
in March 2014; and (3) a $500,000 loan to EA LLP in December
2014. TIn connection with these loans, AVENATTI provided The
Peoples Bank with false federal personal income tax returns for
the 2011, 2012, and 2013 tax years. In these purported tax
returns, -AVENATTI claimed that he earned $4,562,881 in adjusted
gross income in 2011, $5,423,099 in adjusted gross income in
2012, and $4,082,803 in adjusted gross income in 2013. He also
claimed that he had paid to the IRS $1,600,000 in estimated tax
payments in 2012, and $1,250,000 in estimated tax payments in
2013. However, AVENATTI never filed personal income tax returns

for the 2011, 2012, and 2013 tax years, and did not make any
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estimated tax payments to the IRS during the 2012 and 2013 tax
yvears. In fact, at the time, AVENATTI still owed the IRS
approximately $850,438 in unpaid personal income taxes, plus
interest and penalties, from the 2009 and 2010 tax years.
Additionally, in March 2014, AVENATTI provided The Peoples Bank
with a 2012 federal tax return for EA LLP which claimed total
income of $11,426,021 and ordinary business income of
$5,819,456. However, the 2012 federal tax return EA LLP
actually filed with the IRS in October 2014 claimed total income
of only $6,212,605 and an ordinary business loss of $2,128,849.

e. Second, from in or about December 2017 and the
present, AVENATTI defrauded one of EA LLP’s client, G.B., out of
the client’s portion of an approximately $1.6 million settlement
payment. Specifically, in January 2018, AVENATTI arranged for
the $1.6 million settlement payment to be transferred to a newiy
opened attorney trust account. Rather than transfer his
client’s portion of the settlement proceeds to his client,
AVENATTI used the entire $1.6 million for his own purposes,
including to pay for expenses relating to GBUS. AVENATTI lied
to his client and claimed that the settlement payment was not
due until March 2018. When the fake March 2018 deadline passed,
AVENATTI led his client to believe that the $1.6 million payment
had never been received.

B. Additional Evidence Regarding AVENATTI’'s Scheme to Defraud
His Legal Client, G.B.

5. As set forth in my prior affidavit, AVENATTI engaged

in a scheme to defraud his client, G.B., out of G.B.’s portion
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of an approximately $1.6 million settlement payment AVENATTI and
EA LLP received in January 2018 in connection with an
arbitration proceeding against a Colorado-based company
(“Company 1”). (See Ex. 1, § IV.G.) On March 15, 2019, I
participated in an interview of G.B. The information G.B.
provided during the interview was consistent with the
information G.B. and his counsel had previously provided to IRS-
CI and the Newport Beach Police Department (“NBPD”). During the
interview, G.B.! also-provided the following additional
information:

a. On or about December 28, 2017, G.B. met with
AVENATTI at EA LLP’s offices in Newport Beach, California, to go
over the proposed settlement agreement with Company 1. During
this meeting, AVENATTI provided G.B. with a copy of the $1.9
million settlement agreement to review. The settlement
agreement AVENATTI provided to G.B. listed the payment dates as
$1.6 million on March 10, 2018, and $100,000 on March 10 of each
of the next three years. 2As noted in my prior affidavit, this
information was false and the actual settlement agreement
required Company 1 to pay G.B. $1.9 million on January 10, 2018,
and $100,000 on January 10 of each of the three subsequent

years. (Ex. 1, § 75.e.)

1 @.B. previously pleaded guilty to a felony theft count in
approximately September 2018 and was sentenced to probation.
(See Ex. 1, § 75 n.44.) During his interview, G.B. said that
AVENATTI had encouraged him to plead guilty and that AVENATTI
continued working with G.B. and one of G.B.’s companies after
G.B.’s guilty plea.
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b. Based on my review of documents produced by
G.B.’s counsel, I know that on or about June 29, 2018, G.B. sent
an email to an EA LLP employee (“EA Employee 1”) asking her to
forward to G.B. the signed settlement agreement with Company 1.
During his interview, G.B. said that sometime after he sent this
email EA Employee 1 brought him a physical copy of the fully-
executed settlement agreement while G.B. was at EA LLP’s
offices. EA Employee 1 handed AVENATTI the settlement
agreement. AVENATTI flipped through the settlement agreement
and then handed it to G.B. This copy of the settlement
agreement also falsely stated that the settlement payments were
due on March 10 of 2018 through 2021, as opposed to January 10
of 2018 through 2021.
C. As noted in my prior affidavit, between April

2018 and November 2018, AVENATTI “advanced” G.B. approximately
$130,000 to help G.B. meet certain financial obligations while
he waited for his portion of the $1.6 million settlement payment
from Company 1. During his interview, G.B. said that in
approximately October 2018, AVENATTI told G.B. that AVENATTI
would be able to loan G.B. another $100,000 sometime during the
first two weeks of January 2019. Notably, under the terms of
the true settlement agreement, Company 1 was scheduled to make
an additional $100,000 settlement payment to AVENATTI's trust
account on January 10, 2019. Thus, it appears that AVENATTI was
offering to loan G.B.’s own money to G.B.

6. During the interview on March 15, 2019, G.B’s current

counsel also confirmed that AVENATTI still has not turned over
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G.B.’s client file to his current attorneys despite repeated
requests that he do so.

7. Based on my review of bank records and other
documents, I have learned that on or about January 5, 2019, a
wire transfer of approximately $1,600,000 was transmitted from
Silicon Valley Bank through the interstate Fedwire system to a
City National Bank attorney trust account ending in 5566 (“CNB
Trust Account 5566”) associated with AVENATTI.Z

IV. REQUEST FOR SEALING

8. I request that the criminal complaint, the arrest
warrant, and this affidavit be kept under seal to maintain the
integrity of this investigation until further order of the
Court, or until defendant makes his initial appearance on the
arrest warrant. I make this request for several reasons.

a. First, this criminal investigation is ongoing and
is neither public nor known to AVENATTI and other subjects of
the investigation. Public disclosure of the complaint, arrest
wafrant, and this affidavit prior to AVENATTI's arrest and
initial appearance could cause AVENATTI and others to accelerate
any existing or evolving plans to, and give them an opportunity
to, destroy or tamper with evidence, tamper with or intimidate

witnesses, change patterns of behavior, or notify confederates.

2 I understand that the State Bar of California has
specific rules that apply to the proper use of attorney trust
accounts. For example, I understand that Rule 1.15 of the State
Bar of California states that “[f]unds belonging to the lawyer
or the law firm shall not be deposited or otherwise commingled
with funds held in a trust account.”

7
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b. Second, based on evidence collected to date and
described in my prior affidavit, there is probable cause to
believe that AVENATTI took a number of affirmative actions to
obstruct an IRS collection action relating to GBUS’s unpaid
payroll taxes by, among other things, lying to an IRS Revenue
Officer, changing contracts, merchant accounts, and bank account
information to avoid liens and levies imposed by the IRS, and
instructing employees to deposit over $800,000 in cash from
Tully’s stores, which were owned and operated by GBUS, into a
bank account associated with a separate entity to avoid liens
and levies by the IRS. If AVENATTI were to learn of the instant
investigation prior to his arrest he might engage in similarly
obstructive conduct.

c. Third, a number of former GBUS employees have
expressed concerns that AVENATTI might attempt to retaliate
against them if he learned they were cooperating with the
government’s investigation.

d. Fourth, there is a possibility that some evidence
relating to GBUS’s operations may have already been lost when
GBUS was evicted from its corporate offices and AVENATTI refused
to pay the bill for GBUS’s cloud-based server. Although IRS-CI
has been able to obtain some GBUS records, including the data
stored on the SUBJECT DEVICES, from other sources, AVENATTI'Ss
apparent willingness to allow GBUS records to be lost or
destroyed raises a concern that, were AVENATTI to learn of the
criminal complaint and arrest warrant, he might not hesitate to

destroy any remaining GBUS records and other relevant evidence.
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V. CONCLUSION

9. For all the reasons described above, there is probable
cause to believe that AVENATTI has committed bank fraud, in
violation of 18 U.S.C. § 1344 (1), and wire fraud, in violation

of 18 U.S.C. § 1343.

y IR ~,
emoun Karlous, Special Agent
Internal Revenue Service -
Criminal Investigation

X
DRABLE DPUPLAS F. MCCORMICK
UNITED STA MAGISTRATE JUDGE
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EXHIBIT 1
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A0 1aEe. 819 ApQRd 83-RIITVA2EALED* Document 4-1 *SEALED*
H84—PagebD-#-235

Filed 02/22/19 Page 1 of

UNITED STATES DISTRICT COURT

for the

Central District of California

In the Matter of the Search of

(Briefly describe the property to be searched or identify the
person by name and address)

Seven Digital Devices in the Custody of the Internal
Revenue Service —Criminal Investigation in Laguna
Niguel, California

Case No. 8:19-MJ-103

N N’ N N N N S N

APPLICATION FOR A SEARCH WARRANT

I, a federal law enforcement officer or an attorney for the government, request a search warrant and state under
penalty of perjury that I have reason to believe that on the following person or property (identify the person or describe the

property to be searched and give its location):

See Attachment A

located in the Central District of California, there is now concealed (identify the person or describe the property to be seized):

See Attachment B

The basis for the search under Fed. R. Crim. P. 41(c) is (check one or more):

X evidence of a crime;

Xl contraband, fruits of crime, or other items illegally possessed;

X property designed for use, intended for use, or used in committing a crime;

] a person to be arrested or a person who is unlawfully restrained.

The search is related to violations of:

Code Section

26 U.S.C. § 7201
26 U.S.C. § 7202
26 U.S.C. § 7203
26 U.S.C. § 7212

18 U.S.C. § 152
18 US.C. § 157
18 U.S.C. § 371
18 U.S.C. § 1001
18 U.S.C. § 1014

18 U.S.C. § 1028A
18 U.S.C. § 1343
18 U.S.C. § 1344
18 U.S.C. § 1957

1
i
"

Offense Description

Attempt to Evade or Defeat Tax

Willful Failure to Collect or Pay Over Tax
Willful Failure to Pay Tax or File Return
Interference with Administration of Internal
Revenue Laws

Concealment of Assets in Bankruptcy
Bankruptcy Fraud

Conspiracy

False Statements

False Statement to a Bank or Other Federally
Insured Institution

Aggravated Identity Theft

Wire Fraud

Bank Fraud

Money Laundering
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The application is based on these facts:
See attached Affidavit
Xl Continued on the attached sheet.

[ Delayed notice of days (give exact ending date if more than 30 days: ) is requested
under 18 U.S.C. § 31034, the basis of which is set forth on the attached sheet.

Is/

Applicant’s signature

IRS CI Special Agent Remoun Karlous

Sworn to before me and signed in my presence. Printed name and title

Date: February 22,2019 DOUGLAS F. McCORMICK

Judge'’s signature

City and state: Santa Ana, CA United States Magistrate Judge Douglas F. McCormick
Printed name and title

AUSAs: Julian L. André (213.894.6683) & Brett A. Sagel (714.338.3598)
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ATTACHMENT A

PROPERTY TO BE SEARCHED

Forensic images of the following digital devices (the
“SUBJECT DEVICES”), which are currently maintained in the
custody of the Internal Revenue Service-Criminal Investigation
(W"IRS-CI”) in Laguna Niguel, California:

1. Dell XPS 128 GB Sémsung SSD, bearing serial number
S1D2NSAG5000777, provided to IRS-CI by M.E. on or about October
22, 2018 (“SUBJECT DEVICE 17);

2. Dell Precision, Model M4800, bearing service tag
number 252M262, provided to IRC-CI by S.F. on or about October
21, 2018 (“SUBJECT DEVICE 27);

3. Seagate External Hard Drive, model number SRDOOF1,
bearing serial number NA44HLQH, provided to IRS-CI by M.G. on or
about October 22, 2018 (“SUBJECT DEVICE 37);

4, Samsung flash drive provided to IRS-CI by V.S. on or
about October 31, 2018 (“SUBJECT DEVICE 47);

5. Seagate Hard Drive, bearing serial number 5VJCLGXV
provided to IRS-CI by A.G. on or about November 13, 2018
(“SUBJECT DEVICE 57);

6. Veeam 2GB flash drive provided to IRS-CI by A.G. on or
about November 13, 2018 (“SUBJECT DEVICE 6”); and

7. Seagate Hard Drive, bearing serial number 5VJCIGXV
provided to IRS-CI by A.G. on or about November 20, 2018

("SUBJECT DEVICE 77).
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ATTACHMENT B

I. ITEMS TO BE SEIZED

1. The items to be seized are evidence, contraband,
fruits, and/or instrumentalities of wviolations of 26 U.S.C.
§ 7201 (attempt to evade or defeat tax); 26 U.S.C. § 7202
(willful failure to collect or pay over tax); 26 U.S.C. § 7203
(willful failure to pay tax or file return); 26 U.S.C. § 7212
(interference with administration of internal revenue laws); 18
U.S.C. § 152 (concealment of assets in bankruptcy); 18 U.S.C.
§ 157 (bankruptcy fraud); 18 U.S.C. § 371 (conspiracy); 18
U.S.C. § 1001 (false statements); 18 U.S.C. § 1014 (false
statement to a bank or other federally insured institution); 18
U.S.C. § 1028A (aggravated identity theft); 18 U.S.C. § 1343
(wire fraud); 18 U.S.C. § 1344 (bank fraud); and 18 U.S.C.
§ 1957 (money laundering) (the “Subject Offenses’”), namely:

a. Records, documents, correspondence, programs,
applications, or materials from January 2013 through September
2018 that evidence, discuss, reflect, or relate to the ownership
of Global Baristas US, LLC (“GBUS”); Global Baristas, LLC (“GB
LLC”); GB Autosport, LLC (“GB Auto”); GB Hospitality LLC (“GB
Hospitality”); Doppio Inc. (“Doppio”); Eagan Avenatti LLP (“EA
LLP”); and Avenatti & Associates, APC (“A&A”) (collectively, the

“Subject Entities”).
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b. Records, documents, correspondence, programs,
applications, or materials from January 2013 through September
2018 that evidence, discuss, reflect, or relate to the sale or
purchase of TC Global, Inc. or Tully’s Coffee.

c. Records, documents, correspondence, programs,
applications, or materials from January 2013 through September
2018 that evidence, discuss, reflect, or relate to the purchase
or sale of GBUS, GB LLC, or Doppio.

d. Records, documents, correspondence, programs,
applications, or materials from January 2013 through September
2018 that evidence,'discuss, reflect, or relate to AVENATTI'’s
control or management of any of the Subject Entities.

e. Records, documents, correspondence, programs,
applications, or materials from January 2013 through September
2018 that evidence, discuss, reflect, or relate to the
organizational or management structure of any of the Subject
Entities.

f. Records, documents, correspondence, programs,
applications, or materials from January 2013 through September
2018 that evidence, discuss, reflect, or relate to the finances
of any of the Subject Entities, including assets, liabilities,
accounts receivable, and accounts payable.

g. Records, documents, correspondence, programs,

applications, or materials from January 2013 through September

ii
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2018 that evidence, discuss, reflect, or relate to value of GBUS
or GB LLC.

h. Records, documents, correspondence, programs,
applications, or materials from January 2013 through September
2018 that evidence, discuss, reflect, or relate to the
accounting records for GBUS and GB LLC, including any Microsoft
Dynamics NAV accounting data, files, or recordst

i. Records, documents, correspondence, programs,
applications, or materials from January 2013 through September
2018 that evidence, discuss, reflect, or relate to GBUS emplocyee
handbocoks or manuals, employment contracts, compensation
records, and employee lists.

J. Records, documents, correspondence, programs,
applications, or materials from January 2013 through September
2018 that evidence, discuss, reflect, or relate to the personal
finances of Michael J. Avenatti (™AVENATTI”), including
information relating to AVENATTI’s assets, debts, income,
expenses, and net worth.

k. Records, documents, correspondence, programs,
applications, or materials from January 2013 through September
2018 that evidence, discuss, reflect, or relate to any financial
transactions, including any proposed or potential financial
transactions, involving any of the Subject Entities and/or

AVENATTT.

iii
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1. Records, documents, correspondence, programs,
applications, or materials from January 2013 through September
2018 that evidence, discuss, reflect, or relate to financial
decisions AVENATTI made on behalf of any of the Subject
Entities, including decisions to authorize payments on behalf of
any of the Subject Entities and transfer money to or from any of
the Subject Entities.

m. Records, documents, correspondence, programs,
applications, or materials from January 2013 through September
2018 that evidence, discuss, reflect, or relate to any loans or
other financing agreements, including any proposed or potential
loans or other financing agreements, involving any of the
Subject Entities and/or AVENATTT.

n. Records, documents, correspondence, programs,
applications, or materials from January 2013 through September
2018 that evidence, discuss, reflect, or relate to the payroll
and tax preparation services that Ceridian HCM Inc. (“Ceridian”)
provided to GBUS, including any records, documents,
correspondence, programs, applications, or materials evidencing,
discussing, reflecting, or relating to changes in the payroll
and tax services to be provided by Ceridian.

o. Records, documents, correspondence, programs,
applications, or materials from January 2013 through September

2018 that evidence, discuss, reflect, or relate to the federal,

iv
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state, and/or local tax obligations, tax returns, tax
liabilities, or tax payments of any of the Subject Entities
and/or AVENATTI.

- Records, documents, correspondence, programs,
applications, or materials from January 2013 through September
2018 that evidence, discuss, reflect, or relate to any liens,
levies, garnishments, judgments, encumbrances, or tax-related
investigations or actions associated with any of the Subject
Entities and/or AVENATTI.

q. Records, documents, correspondence, programs,
applications, or materials from January 2013 through September
2018 that evidence, discuss, reflect, or relate to GRBUS’s and GB
1LLC’'s merchant credit card processing accounts (the “merchant
accounts”), including contracts, agreements, account
applications, and correspondence regarding changes to the
merchant accounts.

r. Records, documents, correspondence, programs,
applications, or materials from January 2013 through September
2018 that evidence, discuss, reflect, or relate to any of the
Subject Entities’ and/or AVENATTI’s contractual relationships,
including drafts énd final versions of any executed, proposed,
or potential contracts and agreements, bills of sale,
correspondence regarding payments, and correspondence regarding

the cancellation or modification of contracts and/or agreements.
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S. Records, documents, correspondence, programs,
applications, or materials from January 2013 through September
2018 that evidence, discuss, reflect, or relate to changes in
any of the Subject Entities’ and/or AVENATTI's bank account
information.

t. Any SUBJECT DEVICE which is itself or which
contains evidence, contraband, fruits, or instrumentalities of
the Subject Offenses and forensic copies thereof.

u. With respect to any SUBJECT DEVICE containing
evidence falling within the scope of the foregoing categories of
items to be seized:

i. evidence of who used, owned, or controlled
the device at the time the things described in this warrant were
created, edited, or deleted, such as logs, registry entries,
configuration files, saved usernames and passwords, documents,
browsing history, user profiles, e-mail, e-mail contacts, chat
and instant messaging logs, photographs, and correspondence;

ii. evidence of the presence or absence of
software that would allow others to control the device, such as
viruses, Trojan horses, and other forms of malicious software,
as well as evidence of the presence or absence of security
software designed to detect malicious software;

iii. evidence of the attachment of other devices;

vi
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iv. evidence of counter-forensic programs (and
associlated data) that are designed to eliminate data from the
device;

V. evidence of the times the device was used;

vi. ©passwords, encryption keys, and other access
devices that may be necessary to access the device;

vii. applications, utility programs, compilers,
interpreters, or other software, as well as documentation and
manuals, that may be necessary to access the device or to
conduct a forensic examination of it;

viii. records of or information about
Internet Protocol addresses used by the device;

ix. records of or information about the device’s
Internet activity, including firewall logs, caches, browser
history and cookies, “bookmarked” or “favorite” web pages,
search terms that the user entered into any Internet search
engine, and records of user-typed web addresses.

2. As used herein, the terms “records,” “documents,”

r”r ANY [£4

“correspondence,” “programs, applications,” and “materials”
include records, documents, correspondence, programs,
applications, and materials created, modified, or stored in any
form, including in digital form on any digital device and any

forensic copies thereof.

vii
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II. SEARCH PROCEDURES FOR HANDLING POTENTIALLY PRIVILEGED
INFORMATION ON THE SUBJECT DEVICES

3. In searching the SUBJECT DEVICES (including the
forensic copies thereof), the following procedures will be
followed at the time of the search in order to avoid unnecessary
disclosures of any privileged attorney-client communications or
attorney work product.

4. Law enforcement personnel conducting the investigation
and search and other individuals assisting law enforcement
personnel in the search (the “Search Team”) have already
obtained custody of the SUBJECT DEVICES, which are capable of
containing evidence of the Subject Offenses, or capable of
containing data falling within the scope of the items to be
seized. The Search Team shall facilitate the transfer of the
SUBJECT DEVICES to the “Privilege Review Team” (previously
designated individuals not participating in the investigation of
the case). The Privilege Review Team, including a Privilege
Review Team Assistant United States Attorney (“PRTAUSA”) or
PRTAUSAs, will then review the SUBJECT DEVICES as set forth
herein. The Search Team will review only data from the SUBJECT
DEVICES that has been released by the Privilege Review Team to
the Search Team.

5. The Privilege Review Team will, in their discretion,

either search each SUBJECT DEVICE where it is currently located
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or transport it to an appropriate law enforcement laboratory or
similar facility to be searched at that location.

6. The Privilege Review Team and the Search Team shall
complete the search discussed herein as soon as is practicable
but not more than 180 days from the date of execution of the
warrant. The government will not search the SUBJECT DEVICES
beyond this 180-day period without obtaining an extension of
time order from the Court.

7. The Search Team will provide the Privilege Review Team
and/or appropriate litigation support personnel3 with a list of
“privilege key words” to search the SUBJECT DEVICES for
communications, data, or documents relating to the following law
firms: (a) Foster Pepper PLLC; (b) Osborn Machler PLLC;

(c) Eisenhower Carlson PLLC; (d) Talmadge/Fitzpatrick/Tribe,
PPLC; and (e) Brager Tax Law Group. Such “privilege key words”

shall include specific words like “Foster Pepper,” “Osborn,”

” r”

“Machler,” “Eisenhower,” “Carlson,’” “Talmadge,” “Fitzpatrick,”

144

“Tribe,” “Brager,” as well as other email addresses and domain
names associated with those individuals and law firms. Because

the Chapter 7 bankruptcy trustee for GBUS (the “GBUS Trustee”)

has executed a waiver of the attorney-client privilege as to all

55 Litigation support personnel and computer forensics
agents or personnel, including IRS Computer Investigative
Specialists, are authorized to assist both the Privilege Review
Team and the Search Team in processing, filtering, and
transferring data contained on the SUBJECT DEVICES.
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communications between GBUS’s officer, directors, employees, and
agents, and any lawyer acting on GBUS’s behalf (see Affidavit
9 83.a, Ex. 1), including AVENATTI, the “privilege key words”
need not include specific words designed to capture all
communications with AVENATTI or his law firms, EA LLP and A&A,
or standard privilege terms.

8. The Privilege Review Team will segregate and will not
search or review the contents of AVENATTI’s GBUS email accounts,

including: (1) MichaelA@globalbaristas.com; and

(2) MAvenatti@globalbaristas.com. Such data will be maintained

under seal by the investigating agency without further review
absent subsequent authorization as set forth in paragraph 12
below.

9. The Privilege Review Team will conduct an initial
review of the data on the SURJECT DEVICES using the “privilege
key words,” and by using search protocols specifically chosen to
identify documents or data containing potentially privileged
information. The Privilege Review Team may Subject to this
initial review all of the data contained in the SUBJECT DEVICES
capable of containing any of the items to be seized. Documents
or data that are identified by this initial review as not
potentially privileged may be given to the Search Team.

10. All documents or data that the initial review

identifies as containing any of the “privilege key words” will
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be reviewed by a Privilege Review Team member to confirm that
the documents or data contain potentially privileged
information. Documents or data that are determined by this
secondary review not to be potentially privileged may be given
to the Search Team. Documents or data that are determined by
this review to be potentially privileged or privileged will be
given to the United States Attorney’s Office for further review
by the PRTAUSA(s). Documents or data identified by the
PRTAUSA (s) after further review as not potentially privileged
may be given to the Search Team. If, after further review, the
PRTAUSA (s) determines it to be appropriate, the PRTAUSA may
apply to the Court for a finding with respect to particular
documents or data that no privilege, or an exception to the
privilege, applies. Documents or data that are the subject of
such a finding may be given to the Search Team. In such an
instance, the PRTAUSA(s) shall conduct a review of the documents
or data to determine whether they fall within the scope of the
items to be seized prior to applying to the Court for relief.
Documents or data identified by the PRTAUSA(s) after review as
privileged will be maintained under seal by the investigating
agency without further review absent subsequent authorization as
set forth in paragraph 12 below.

11. The Privilege Review Team may, in its discretion, also

use “scope key words” to search any documents or data that were
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identified as potentially privileged using the “privilege key
words” if the Privilege Review Team determines that such a
procedure would allow the Privilege Review Team to complete its
review of potentially privileged documents more effectively and
efficiently. The Privilege Review Team may also, in its
discretion, apply the “scope key words” to a subset of the
potentially privileged data. At the Privilege Review Team’s
request, the Search Team may provide the Privilege Review Team
and/or appropriate litigation support personnel with a list of
“scope key words” designed to search for data relating to the
items to be seized. These “scope key words” may then be applied
to the potentially privileged data identified by using the
“privilege key words.” The Privilege Review Team may conduct a
detailed quality check on any data that did not contain the
“scope key words” to ensure that the scope key word search is
effective. Additional “scope key words” designed to locate the
items to be seized may also be applied at the discretion of the
PRTAUSA (s). Any data or documents that contain both any of the
“privilege key words” and any of “scope key words” shall be then
reviewed by the Privilege Review Team and the PRTAUSA(s) in
accordance with the procedures set forth in paragraph 9 above.
Documents and data that are identified by the “scope key word”
searches and quality checks as falling outside the scope of the

warrant will be maintained under seal as set forth in paragraph
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12 below and not further reviewed absent subsequent
authorization.

12. Documents or data identified by the PRTAUSA (s) after
review as privileged (that are not subject to a finding by a
court of no privilege or an exception to the privilege) or
potentially privileged and outside the scope of the items to be
seized shall be segregated and sealed together in an enclosure,
the outer portion of which will be marked as containing
potentially privileged information, and maintained by the
investigative agency. Such data or documents shall not be
accessible by or given to the Search Team at any time absent
authorization of the Court. However, the Privilege Review Team
may, in its discretion, store the privileged and potentially
privileged data and documents in a folder or a set of folders in
a document review platform database, such as Relativity or
Eclipse, that remains inaccessible to the Search Team. The
Privilege Review Team’s access to this separate document review
platform database shall cease upon expiration of the warrant.
However, litigation support personnel from the United States
Attorney’s Office, United States Department of Justice, and/or
the investigating agency may continue to access this separately-
maintained document review database for the purpose of database

maintenance.

Xxiii



Case 8:19-mj-00241-DUTY Document 1 Filed 03/22/19 Page 30 of 198 Page ID #:30

Case 8:19-mj-00103-DUTY *SEALED* Document 4-1 *SEALED* Filed 02/22/19 Page 17 of
184 Page ID #:251

13. The Search Team will search only the documents and
data that the Privilege Review Team provides to the Search Team
at any step listed above in order to locate documents and data
that are within the scope of the search warrant. The Search
Team does not have to wait until the entire privilege review is
concluded to begin its review for documents and data within the
scope of the search warrant. The Privilege Review Team may also
conduct the search for documents and data within the scope of
the search warrant 1f that is more efficient, but is not
required to do so. In conducting its review, the Search Team
may, in its discretion, use key word searches and other searches
to determine whether documents or data fall within the scope of
the search warrant. Data that is identified after these scope
reviews as outside the scope of the items to be seized will be
maintained under seal by the Search Team and not further
reviewed absent subsequent authorization from the Court.

14. All members of the Search Team shall be advised that
AVENATTI may hold an individual attorney-client relationship
with the law firms identified in paragraph 7 above or other law
firms and lawyers not previously identified, and that
communications with or records involving those law firms and
lawyers may not be covered by GBUS Trustee’s waiver of the
attorney-client privilege. 1If, upon review, a member of the

Search Team determines that a document or data from the SUBJECT

Xiv
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DEVICES appears to contain potentially privileged information
that may not be covered by GBUS’s limited waiver of the
attorney-client privilege, such as communications with the
lawyers and law firms identified in paragraph 7 above or other
law firms and lawyers not previously identified, the Search Team
member shall discontinue its review of the document or data and
shall immediately notify a member of the Privilege Review Team.
The Search Team member may record identifying information
regarding the potentially privilege document or data that is
reasonably necessary to identity the document or data for the
Privilege Review Team. The Search Team shall not further review
any documents or data that appears to contain such potentially
privileged information until after the Privilege Review Team has
completed its review of the additional potentially privileged
information discovered by the Search Team member.

15. 1In performing the reviews, both the Privilege Review
Team and the Search Team may:

a. search for and attempt to recover deleted,
“hidden,” or encrypted data;

b. use tools to exclude normal operating system
files and standard third-party software that do not need to be
searched; and

C. use forensic examination and searching tools,

such as “EnCase,” “FTK” (Forensic Tool Kit), Nuix, Axiom,
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Relativity, and Eclipse, which tools may use hashing andbother
sophisticated techniques.

16. If either the Privilege Review Team or the Search
Team, while searching a SUBJECT DEVICE encounters immediately
apparent contraband or other evidence of a crime outside the
scope of the items to be seized, they shall immediately
discontinue the search of that device pending further order of
the Court and shall make and retain notes detailing how the
contraband or other evidence of a crime was encountered,
including how it was immediately apparent contraband or evidence
of a crime.

17. If the search determines that a SUBJECT DEVICES dces
contain data falling within the list of items to be seized, the
government may make and retain copies of such data, and may
access such data at any time.

18. The government may retain the SUBJECT DEVICES
(including any forensic copy thereof), which have already been
obtained by the Search Team, but may not access data falling
outside the scope of the other items to be seized (after the
time for searching the device has expired) on the SUBJECT
DEVICES absent further court order.

19. After the completion of the search of the SUBJECT

DEVICES, the government shall not access digital data falling
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outside the scope of the items to be seized absent further order
of the Court.

20. The special procedures relating to digital devices
found in this warrant govern only the search of digital devices
pursuant to the authority conferred by this warrant and do not
apply to any search of digital devices pursuant to any other

court order.
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AFFIDAVIT
I, Remoun Karlous, being duly sworn, declare and state as
follows:

I. INTRODUCTION

1. I am a Special Agent (“SA”) with the Internal Revenue
Service-Criminal Investigation (“IRS-CI”) in the Los Angeles
Field Office and have been so employed since April 1995. As an
IRS-CI SA, I have investigated numerous cases involving criminal
violations of Title 18, Title 21, Title 26, and Title 31 of the
United States Code, which have resulted in seizure, search, and
arrest warrants. In particular, I have investigated cases
involving money laundering, international money laundering,
securities fraud, tax evasion (domestic and international
cases), and subscribing to false tax returns.

II. PURPOSE OF AFFIDAVIT

2. This affidavit is made in support of an application
for a warrant to search the forensic images of the following
digital devices, which are currently held in the custody of IRS-
CI in Laguna Niguel, California:

a. Dell XPS 128 GB Samsung SSD, bearing serial
number S1D2NSAG5000777, provided to IRS-CI by M.E.! on or about

October 22, 2018 (“SUBJECT DEVICE 1”);

1 Although the government has requested that this
affidavit, as well as the search warrant and application, be
filed under seal, I have referred to victims and witnesses by
their initials throughout the affidavit to protect their privacy
in the event the affidavit is later unsealed by the Court.
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b. Dell Precision, Model M4800, bearing service tag
number 252M262, provided to IRC-CI by S.F. on or about October
21, 2018 (“SUBJECT DEVICE 2");

c. Seagate External Hard Drive, model number
SRDOOF1, bearing serial number NA44HLQH, provided to IRS-CI by
M.G. on or about October 22, 2018 (“SUBJECT DEVICE 3”);

d. Samsung flash drive provided to IRS-CI by V.S. on
or about October 31, 2018 (“SUBJECT DEVICE 47);

e. Seagate Hard Drive, bearing serial number
5VJC1GXV, provided to IRS-CI by A.G. on or about November 13,
2018 (“SUBJECT DEVICE 5”);

f. Veeam 2GB flash drive provided to IRS-CI by A.G.
on or about November 13, 2018 (“SUBJECT DEVICE 6”); and

g. Seagate Hard Drive, bearing serial number
5VJC1GXV, provided to IRS-CI by A.G. on or about November 20,
2018 (“SUBJECT DEVICE 7”)2? (collectively, the “SUBJECT DEVICES”).

3. The requested search warrant seeks authorization to
seize any data on the SUBJECT DEVICES that constitutes evidence,
contraband, instrumentalities, and/or fruits of viclations of:
26 U.S.C. § 7201 (attempt to evade or defeat tax); 26 U.S.C.

§ 7202 (willful failure to collect or pay over tax); 26 U.S.C.
§ 7203 (willful failure to pay tax or file return); 26 U.S.C.
§ 7212 (interference with administration of internal revenue

laws); 18 U.S.C. § 152 (concealment of assets in bankruptcy); 18

2 ps discussed in paragraphs 81-82 below, A.G. used the same
hard drive to produce to IRS-CI two different sets of data.
IRS-CI created two separate forensic images of the hard drive,
each of which is identified herein as a separate SUBJECT DEVICE,
namely SUBJECT DEVICE 5 and SUBJECT DEVICE 7.
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U.S.C. § 157 (bankruptcy fraud); 18 18 U.S.C. § 371
(conspiracy); 18 U.S.C. § 1001 (false statements); 18 U.S.C.

'§ 1014 (false statement to a bank or other federally insured
institution); 18 U.S.C. § 1028A (aggravated identity theft); 18
U.S.C. § 1343 (wire fraud); 18 U.S.C. § 1344 (bank fraud); and
18 U.S.C. § 1957 (money laundering) (the “Subject Offenses”),
and any SUBJECT DEVICE which is itself or which contains
evidence, contraband, fruits, or instrumentalities of the
Subject Offenses, and forensic copies thereof.

4. The SUBJECT DEVICES are identified in Attachment A to
the search warrant application. The list of items to be seized
is set forth in Attachment B to the search warrant application.
Attachments A and B are incorporated herein by reference.

5. The facts set forth in this affidavit are based upon
my personal observations, my training and experience, and
information obtained from various law enforcement personnel and
witnesses. This affidavit is intended to show merely that there
is sufficient probable cause for the requested warrant and does
not purport to set forth all of my knowledge of or investigation
into this matter. Unless specifically indicatéd otherwise, all
conversations and statements described in this affidavit are
related in substance and in part only.

ITT. SUMMARY OF PROBABLE CAUSE

6. Michael J. Avenatti (“AVENATTI”) was and is an
attorney licensed to practice law in the State of California.
AVENATTI practiced law through Avenatti & Associates, APC

(“A&A”) and Eagan Avenatti LLP (“EA LLP”) in Newport Beach,
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California. AVENATTI was the sole owner of A&A, which owned 75
percent of EA LLP.

7. AVENATTI was also the principal owner and Chief
Executive Officer (“CEO”) of Global Baristas US LLC (“GBUS”),
which operated Tully's Coffee (“Tully’s”) stores in Washington
and California. In 2013, AVENATTI's company, Global Baristas
LLC (™GB LLC”), acquired TC Global Inc., which previously
operated Tully’s, out of bankruptcy for approximately $9.2
million. AVENATTI’s company, A&A, owned 100 percent of Doppio
Inc., which in turn owned 80 percent of GB LLC. GB LLC wholly
owned GBUS, which handled the day-to-day business operations of
Tully’s.

8. As set forth herein, there is probable cause to
believe that between at least 2011 and the present AVENATTI
committed federal offenses, including the following: (a) tax
offenses relating to GBUS’s payroll tax obligations and
AVENATTI’s efforts to obstruct an IRS collection action; (b) tax
offenses relating to the tax obligations of EA LLP and A&A,
including the payroll tax obligations of EA LLP; (c) tax
offenses relating to AVENATTI’s personal tax obligations;

(d) fraud-related offenses relating to loans AVENATTI and his
companies obtained from The Peoples Bank in Mississippi; and (e)
wire fraud, money laundering, and bankruptcy fraud offenses
relating to an approximately $1.6 million settlement payment
AVENATTI and EA LLP received in January 2018, but failed to
transfer to EA LLP’s client or discleose in federal bankruptcy

proceedings involving AVENATTI and EA LLP.
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9. First, between the fourth quarter of 2015 and the
fourth quarter of 2017, inclusive, GBUS failed to file
employment tax returns and pay approximately $3,121,460 in
federal payroll taxes, including approximately $2,390,048 in
trust fund taxes, which had been withheld from GBUS employees’
paychecks. Multiple former GBUS employees have said that
AVENATTI was responsible for all of GBUS’s significant financial
and business decisions, including the decision not to pay the
payroll and trust fund taxes that GBUS owed to the IRS. Indeed,
AVENATTI was well aware of GBUS’s outstanding tax obligations,
yet repeatedly refused to authorize the required tax payments to
the IRS.

10. Although GBUS failed to pay to the IRS its payroll
taxes between the fourth quarter of 2015 and the fourth quarter
of 2017, AVENATTI caused substantial amounts of money to be
transferred from GBUS’'s or GB LLC’'s bank accounts during this
same time period. For example, a preliminary analysis of GBUS’'s
and GB LLC's bank account records shows that between 2015 and
2017 AVENATTI caused a net of approximately $1.7 million to be
transferred from GBUS’'s or GB LLC’s bank accounts to bank
accounts associated with A&A or EA LLP. This money could have
and should have been used to pay GBUS payroll tax obligations.

11. Additionally, after the IRS initiated a collection
action relating to GBUS’s outstanding payroll tax obligations in
September 2016, issued an approximately $5,000,000 tax lien
against GBUS in July 2017, and levied multiple GBUS bank

accounts, AVENATTI directed repeated attempts to evade
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collection of those payroll taxes and obstruct the IRS
collection action. Among other things, AVENATTI took the
following steps to evade the collection of payreoll taxes due to
the IRS and obstruct the IRS collection action:

a. In October 2016, when first contacted by an IRS
Revenue Officer (“RO 1”) regarding GBUS’s unpaid payroll taxes,
AVENATTI falsely stated that a third-party payroll company was
responsible for filing GBUS’s payroll tax returns and making
GBUS'’s federal tax deposits. AVENATTI, however, knew that
GBUS’ s third-party payroll company, Ceridian HCM Inc.
(“Ceridian”), had discontinued the tax services it had
previously provided to GBUS and was, therefore, no longer
responsible for filing GBUS’s payrell tax returns and making the
necessary federal tax deposits. AVENATTI was well aware that
GBUS was not paying its payroll taxes. GBUS employees
repeatedly asked him to authorize the payment of GBUS’s payroll
taxes to the IRS, yet he refused to do so.

b. In September 2017, after IRS RO 1 advised GBUS of
the possibility of criminal proceedings and levied multiple GBUS
bank accounts, including a GBUS account at KeyBank, AVENATTI
directed GBUS employees to stop depositing cash receipts from
the Tully’s stores into the account at KeyBank. Instead, in
order to avoid the levies, AVENATTI directed GBUS employees to
deposit all cash receipts from Tully’'s stores into a little-used
bank account at Bank of America associated with his car racing

entity, GB Autosport, LLC (“GB Auto”). Between September 2017
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and December 2017, approximately $859,784 in cash was deposited
into the GB Auto account at AVENATTI’s direction.

C. In late-September and early-Octcber 2017, in
order to avoid IRS levies issued to the sponsoring bank for
GBUS' s merchant credit card processing accounts (“merchant
accounts”), AVENATTI directed GRUS’'s credit card processing
company, TSYS Merchant Solutions (“TSYS”), to change the company
name and Employer Identification Number (“EIN”) associated with
the merchant accounts from GRBRUS to GB LLC. AVENATTI also
directed TSYS to have all credit card receipts paid to a new
bank account under the name of GB LLC, which AVENATTI had opened
that same day in Orange County, California, instead of the bank
accounts associated with GBUS, which were already subject to the
IRS levies.

d. In November 2016, approximately one month after
the IRS RO first contacted AVENATTI, AVENATTI changed the name
of the party to a contract with The Boeing Company (“Boeing”)
from GBUS to “GB Hospitality LLC,” a company which does nbt
appear to have ever been registered with any government agency
or operated. Later, in September 2017, after the IRS had issued
levies to Boeing and a number of banks with which GBUS had
accounts, Boeing cancelled the contract because GBUS had failed
to make the required commission payments. In connection with
the cancellation of the contract, Boeing agreed to purchase two
existing Tully’s “kiosks” at Boeing facilities and other Tully’s
equipment in exchange for a total of $155,010 and the

forgiveness of GBUS’s debt to Boeing. Although all of the
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Tully’s locations were operated by GBUS, AVENATTI told an
attorney at Boeing to use the name GB LLC on the two bills of
sale for the kiosks and equipment, and instructed Boeing to wire
the $155,010 payment to an attorney trust account associated
with EA LLP rather than any of the bank accounts associated with
GBUS. Had the Boeing contract and subsequent bills cof sale been
under the name GBUS, Boeing would not have made the $155,010
payment due to the existing GBUS tax lien. After receiving the
$155,010 payment from Boeing, AVENATTI transferred the $155,010
to an A&A bank account, from which he then transferred $15,000
to his personal checking account, paid approximately $13,073 for
rent at his residential apartment in Los Angeles, California,
and paid approximately $8,459 to Neiman Marcus. Indeed, out of
the $155,010 Boeing transferred to the EA LLP trust account, it
appears that only approximately half ever ended up in GBUS’s
bank accounts.

12. Second, AVENATTI’s other companies, EA LLP and A&A,
have repeatedly failed to meet their tax obligations despite
generating substantial revenues. Between 2015 and 2017, EA LLP
failed to file payroll tax returns and pay approximately $2.4
million in payroll taxes, including approximately $1,279,001 in
trust fund taxes that had been withheld from EA LLP employees’
paychecks. Just as he did in connection with GBUS, AVENATTI
lied tolthe IRS when initially contacted regarding EA LLP’'s
failure to pay its payroll taxes, and falsely claimed that a
third-party payroll company, Paychex, was responsible for making

the required tax payments even though the payroll company had
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notified AVENATTI in January 2015 that it was discontinuing
various payroll tax services. Additionally, EA LLP has not
filed partnership tax returns (IRS Form 1065) for the 2013,
2014, 2015, 2016, and 2017 tax years, even though EA LLP appears
to have received approximately $137,890,016 cof deposits into its
bank accounts during these tax years. Indeed, AVENATTI's
personal website claims that AVENATTI has recovered over one
billion dollars in verdicts and settlements for his clients.
Similarly, A&A has not filed corporate tax returns (IRS Form
11208) for the 2011, 2012, 2013, 2014, 2015, 2016, or 2017 tax
years, even though A&A appears to have received approximately
$37,961,633 of deposits into its bank accounts during these tax
years, including net payments of approximately $23,820,816 from
EA LLP.

13. Third, AVENATTI filed federal personal income tax
returns for the 2009 and 2010 tax years indicating that he owed
the IRS a total of approximately $850,438, plus interest and
penalties. AVENATTI, however, did not pay the IRS the amounts
he owed for those tax years. AVENATTI then failed to file
personal tax returns for the 2011 through 2017 tax years.

During these tax years, AVENATTI generated substantial income
and lived lavishly, yet largely failed to pay any federal income
tax. A preliminary analysis of AVENATTI's personal bank
accounts reflects that AVENATTI received net payments of
approximately $8,464,064 from A&A and EA LLP between 2011 to
2017. AVENATTI also repeatedly used money that had been

transferred from GBUS, GB LLC, and EA LLP to A&A to pay for
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personal expenses. Further, AVENATTI received proceeds of
approximately $5.4 million when he sold his home in Laguna
Beach, California in 2015. Finally, in connection with recent
divorce proceedings, AVENATTI’s wife said that AVENATTI told her
that he earned $3.7 million dollars in 2016. His wife also said
that their family’s monthly expenses were over $200,000 per
month. Financial and escrow company records. show that from
approximately September 2015 to September 2016, AVENATTI and his
wife rented a home in Newport Reach for $100,000 per month,
after making a $1,000,000 deposit.

14, Fourth, between approximately January 2014 and
December 2014, AVENATTI obtained three separate loans from The
Peoples Bank, a federally insured bank in Mississippi: (1) a
$850,500 loan to GB LLC in January 2014; (2) a $2,750,000 loan
to EA LLP in March 2014; and (3) a $500,000 loan to EA LLP in
December 2014. In connection with these loans, AVENATTI
provided The Peoples Bank with false federal personal income tax
returns for the 2011, 2012, and 2013 tax years. In these
purported tax returns, AVENATTI claimed that he earned
$4,562,881 in adjusted gross income in 2011, $5,423,099 in
adjusted gross income in 2012, and $4,082,803 in adjusted gross
income in 2013. He also claimed that he had paid to the IRS
$1,600,000 in estimated tax payments in 2012, and $1,250,000 in
estimated tax payments in 2013. However, AVENATTI never filed
personal income tax returns for the 2011, 2012, and 2013 tax
years, and did not make any estimated tax payments during the

2012 and 2013 tax years. In fact, as noted above, at the time,

10
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AVENATTI still owed the IRS approximately $850,438 in unpaid
personal income taxes, plus interest and penalties, from the
2009 and 2010 tax years. Additionally, in March 2014, AVENATTI
provided The Peoples Bank with a 2012 federal tax return for EA
LLP which claimed total income of $11,426,021 and ordinary
business income of $5,819,456. However, the 2012 federal tax
return EA LLP actually filed with the IRS in Octocber 2014
claimed total income of only $6,212,605 and an ordinary business
loss of $2,128,849.

15. Fifth, between January 2018 and November 2018,
AVENATTI defrauded one of EA LLP's client, G.B., out of the
client’s portion of an approximately $1.6 million settlement
payment. Specifically, in January 2018, AVENATTI arranged for
the $1.6 million settlement payment to be transferred to one of
his attorney trust accounts. Rather than transfer his client’s
portion of the settlement proceeds to his client, AVENATTI used
the entire $1.6 million for his own purposes, including to pay
for expenses relating to GBUS. He then lied to his client and
claimed that the settlement payment was not due until March
2018. When the fake March 2018 deadline passed, AVENATTI led
his client to believe that the $1.6 million payment had never
been received. Additionally, AVENATTI failed to disclose in
federal bankruptcy proceedings involving AVENATTI and EA LLP
that he had received the $1.6 million settlement payment,
despite being aware that he was required to do so.

16. Judy Regnier (“REGNIER”) has been described by

AVENATTI as his office manager, chief paralegal, and bookkeeper.

11
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She appears to have worked for EA LLP in an administrative
capacity since at least 2010. At various times, REGNIER was a
signatory on bank accounts associated with GBUS, GB LLC, GB
Auto, EA LLP, and A&A. REGNIER was personally involved in many
of the events described herein, including directing or executing
the transfer of funds between various entities associated with
AVENATTI, directing the actions of GBUS employees, and
transmitting signed contracts and agreements on behalf of GBUS,
GB LLC, EA LLP, or A&A to other parties.

IV. STATEMENT OF PROBABLE CAUSE

A. Federal Tax Obligations
1. Federal Payroll Tax Obligations
17. Based on my training and experience, as well as

discussions with other IRS-CI SAs and IRS revenue agents, I have
learned the following regarding federal payrcll taxes:

a. The Internal Revenue Code imposes four types of
tax with respect to wages paid to employees: (1) income tax;
(2) Social Security tax; (3) Medicare tax; and (4) federal
unemployment tax (collectively, “payroll taxes”).

b. Income tax is imposed upon employees based upon
the amount of wages they receive.

C. Social Security tax and Medicare tax are imposed
by the Federal Insurance Contributions Act, and are collectively
referred to as “FICA” taxes. FICA taxes are imposed separately

on employees and on employers.

12
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d. Federal unemployment tax is imposed under the
Federal Unemployment Tax Act (“FUTA”). FUTA taxes are imposed
solely on employers.

e. Employers are required to withhold employee FICA
taxes and income taxes from the wages paid to their employees,
and to pay over the withheld amounts to the United States. The
employers duty to pay over income taxes required to be collected
exists even if the taxes are not actually withheld from the
employees’ wages. The employee FICA taxes and income taxes that
employers are required to withhold and pay over to the United
States are commonly referred to as “trust fund taxes” because of
the provision in the Internal Revenue Code requiring that such
taxes “shall be held to be a special fund in trust for the
United States.”

f. Employers are required to file an Employer’s
Quarterly Federal Tax Return (“IRS Form 9241”) quarterly. On IRS
Form 941, the employer is required to report the income tax,
Social Security tax, and Medicare tax withheld from employees’
paychecks. The employer is also required to report and pay the
employer’s portion of Social Security and Medicare tax for its
employees.

g. Employers are required to file an Annual Federal
Unemployment (FUTA) Tax Return (“IRS Form 240”) yearly. In
connection with the IRS Form 940, the employer is required to

report its FUTA tax liability for each quarter.

13
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2. Federal Income Tax Obligations for Corporations,
Partnerships, and Limited Liability Companies

18. Based on my training and experience, as well as
discussions with other IRS-CI SAs and IRS revenue agents, I have
learned the following regarding federal income tax oblijations
for corporations, partnerships, and limited liability companies,
such as GBUS, GB LLC, EA LLP, and A&A:

a. Under 26 U.S.C. § 6012(a) (1) (A), corporations and
partnerships are required to file tax returns yearly,
irrespective of their income. Similarly, the general rule is
that every partnership shall file a return for each taxable
year. Single-member LLCs are treated as disregarded entities
for tax purposes unless they affirmatively elect to be treated
as corporations.

3. Federal Income Tax Obligations for Individuals

19. Based on my training and experience, as well as
discussions with other IRS-CI SAs and IRS revenue agents, I have
learned the following regarding federal income tax obligations
for individuals:

a. Under 26 U.S.C. § 6012, “every individual having
for the taxable year gross income which equals or exceeds the
exemption amount” is required to file a federal tax return. The
receipt of a specified amount of gross income generally
determines whether an income tax return must be filed. The

threshold gross income amount for a married person filing

14
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separately for the 2011 to 2017 tax years ranged from $3,700 to
$4,050.3

b. Gross income is defined as all income from
whatever source derived, including, but not limited to, the
following items: (1) compensation for services, including fees,
commissions, fringe benefits, and similar items; (2) gross
income derived from business; (3) gains derived from dealings in
property; and (4) distributive shares of partnership gross
income.

B. Background Information

20. Based on publicly available information and other
information obtained during the course of this investigation, I
have learned the following information regarding AVENATTI and
his various companies:

a. AVENATTI is a plaintiff’s attorney in Southern
California. At all relevant times, AVENATTI lived and worked in
Orange County and Los Angeles County, within the Central
District of California.

b. In 2006, AVENATTI incorporated A&A, a California
subchapter S corporation. In 2007, AVENATTI formed the law firm
Eagan O'Malley & Avenatti LLP. In approximately December 2010,
O’Malley left the partnership and the firm changed its name to
Eagan Avenatti LLP. As recently as January 2019, AVENATTI was
still practicing law under the name Eagan Avenatti LLP.

According to AVENATTI’s website, www.avenatti.com, he has

3 Although AVENATTI was married to L.S. during the 2011 to
2017 tax years, based on my review of IRS tax records I know
that L.S. filed separate tax returns during each of these years.

15
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obtained over “S$1 billion in verdicts and settlements as lead
counsel” in cases throughout the country. AVENATTI has become a
well~known public figure due to his representation of the

plaintiff in Stephanie Clifford v. Donald J. Trump, No. 2:18-CV-

2217-8SJO-FFM (C.D. Cal.), a lawsuit against the President of the
United States,? and frequent appearances on cable news shows.

c. EA LLP's office was located in Newport Beach,
California until at least in or around November 2018.

d. AVENATTI has been since at least July 2013 the
principal owner and CEO of GBUS, which operated Tully’s stores
in Washington and California.® GBUS’s corporate offices were
located in Seattle, Washington. In 2013, AVENATTI’s company, GB
LLC, acquired TC Global Inc., which previously operated Tully’s,
at a bankruptcy auction for approximately $9.2 million.

e. During civil depositions taken in October 2016

and July 2017 in connection with Bellevue Square LLC v. Global

Baristas US, LLC et al, Case No. 15-2-27043-5-SEA (the “Bellevue

Square Litigation”), which was pending in the Superior Court of

4 T understand that the Clifford lawsuit was filed on March
6, 2018, well-after the EA LLP IRS collection case began in
September 2015 and the GBUS IRS collection case began in
September 2016. Indeed, IRS RO 1 first discussed a fraud
referral to IRS-CI in connection with the GBUS collection case
with his manager in September 2017, approximately six months
before the Clifford lawsuit was filed.

5 In or around October 2018, AVENATTI made press statements
indicating that he was no longer the owner of GB LLC or GBUS and
had recently sold the company for close to $28 million. To
date, the government has been unable to locate any information
confirming that AVENATTI sold GB LLC or GBUS. To the contrary,

. based on the information available to the government, it appears
these statements were false.

16
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the State of Washington for King County, AVENATTI admitted the
following:

i. A&A owns Doppio;

ii. Doppio owns at least 80% of GB LLC; and

iii. GB LLC wholly owns GBUS, which handled “most
of the day-to-day activities” of Tully’s.

f. Since approximately March 2017, EA LLP has been

involved in bankruptcy proceedings; first in the Middle District
of Florida and then transferred in April 2017 to the Central

District of California, In re Eagan Avenatti, LLP, No. 8:17-BK-

11961-CB (C.D. Cal.) (the “EA Bankruptcy”). (See infra
§ IV.D.2.) In connection with the EA Bankruptcy, AVENATTI
admitted the following:
i. AVENATTI owns 100 percent of A&A.
ii. A&A owns 75 percent of EA LLP, and Michael
Eagan owns the remaining 25 percent of EA LLP.
g. In documents publicly filed with the Washington
Secretary of State, AVENATTI is listed as the sole officer and
director of Doppio, the sole governor and president of GB LLC,
and the sole manager of GBUS.
h. AVENATTI was also a competitive racecar driver

from at least 2007 to 2015. The website www.driverdb.com

indicates that AVENATTI competed in 34 races during that time
period. AVENATTI is also the sole governor of GB Auto, a
Washington Limited Liability Company that was formed in 2013
shortly after AVENATTI’s company GB LLC purchased TC Glecbal

Inc., the operator of Tully’s.

17
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i. In connection with the EA Bankruptcy, AVENATTI
described REGNIER as his office manager, chief paralegal, and
bookkeeper.

C. Tax Offenses Relating to Global Baristas US LLC (GBUS)
and Global Baristas LLC (GB LLC)

21. As discussed below, there is probable cause to believe
that AVENATTI committed a variety of tax offenses in connection
with his ownership and control of GBUS. Specifically, the
investigation to date has revealed that AVENATTI intentionally
failed to pay over to the IRS approximately $3,121,460 in
payroll taxes, including approximately $2,390,048 in trust fund
taxes that had been withheld from GBUS employees’ paychecks.
AVENATTI also took a number of steps to obstruct the IRS
collection action and evade the collection of GBUS’s payroll
taxes by, among other things, lying to IRS RO 1, changing GBUS’s
merchant accounts to avoid IRS tax levies, instructing employees
to deposit over $800,000 in cash from Tully’s Coffee sheops into
a bank account associated with a separate entity to avoid IRS
levies, and changing the company name on contracts involving
GBUS and Boeing.

1. Tax Information Regarding GBUS and GB LLC

22. Based on my review of IRS tax records and discussions
with IRS revenue officers and IRS revenue agents, I have learned
the following regarding GBUS’s payment of federal payroll taxes,
including trust fund taxes (i.e., employee withholdings):

a. Between July 2013 and September 18, 2015, GBUS

paid its federal tax deposits, including trust fund tax

18
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payments, to the IRS on a bi-weekly basis. During this time
period, GBUS also filed its IRS Forms 941 each quarter.

b. After the third quarter of 2015, GBUS stopped
filing its IRS Forms 941 and paying its federal tax deposits to
the IRS.

C. On March 27,

2017, in connection with the IRS

collection case, the IRS prepared substitute quarterly payroll
tax returns for the fourth quarter of 2015 through the third
quarter of 2016.

d. On October 18,

2017, in connection with the IRS

collection case, GBUS filed IRS Forms 941 for the fourth quarter
of 2015 through the second quarter of 2017, and an IRS Form 940
for 201le.

e. As detailed in the below chart, GBUS has failed
to pay over approximately $3,121,460 in federal payroll taxes,

including approximately $2,390,048 in trust fund taxes:®

Period Payroll Tax Trust Fund Payments | Payroll Tax | Trust Fund
Assessed Tax Assessed Owed Tax Owed

2015, Q4 $466,215 $292,724 $173,489 $292,725 $292,724
2016, Q1 $556,290 $382,100 $0 $556,290 $382,100
2016, Q2 $437,336 $297,791 $0 $437,336 $297,791
2016, Q3 $487,296 $333,969 $88,170 $399,126 $333,969
2016, Q4 $405,440 $277,681 $0 $405,410 $277,681
2017, Q1 $455,289 $309,702 $0 $455,289 $309,702

6 The tax figures included throughout this affidavit are
approximate figures based on my preliminary review of IRS tax

records,

and/or discussions with an IRS revenue agent.
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Period Payroll Tax Trust Fund Payments Payroll Tax | Trust Fund
Assessed Tax Assessed Owed Tax Owed

2017, Q2 $502, 969 $345,094 $0 $502,969 $345,094

2017, Q3 $421,648 $291,222 | $263,678 $157,969 $150, 989

2017, Q4 Unknown Unknown $85, 684 -585, 684 Unknown

2018, Q1 Unknown Unknown $0 Unknown Unknown

TOTALS $3,732,483 | $2,530,281 | $611,023|$3,121,460 | $2,390,048

t. Although the IRS received approximately $611,023
in payroll tax payments during the IRS collection case, such
payments only account for a small portion (approximately 16
percent) of the total amount of payroll taxes GBUS owed to the
IRS. Moreover, approximately $261,661 of the payroll tax
payments the IRS received was attributable to money received
from financial institutions in response to the IRS levies, and
approximately $349,362 is attributable to payments GBUS or EA
LLP made to the IRS during the IRS collection case.’

g. GBUS, GB LLC, and Doppioc did not file federal
corporate or partnership income tax returns for the 2013, 2014,
2015, 2016, or 2017 tax years. In fact, GBUS, GB LLC, and
Doppio have never filed federal corporate or partnership income

tax returns.

7 Bank records show that on or about October 31, 2017, EA
LLP sent the IRS two wire transfers totaling approximately
$263,660 as partial payment for GBUS’s outstanding payroll tax

liability.
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2. The IRS Payroll Tax Collection Case

23. In or about September 2016, the IRS initiated a
collection action against GBUS due to its failure to file IRS
Forms 941 and pay its payroll taxes. I have reviewed the
collection case file, including the ICS History.® T also
participated in an interview with IRS RO 1 on September 26,
2018. Based on my review of the collection case file and the
interview with RO 1, I have learned, among other things, the
following information:

a. On September 24, 2016, the IRS opened a
collection case against GBUS based on a federal tax deposit
alert (“FTDA”). A FTDA is generated when a company that was
paying quarterly payroll taxes to the IRS stops making such
payments.

b. On September 26, 2016, the collection case was
assigned to RO 1. RO 1 ran an initial compliance check on GBUS
and determined that GBUS had already missed filing several
quarters of payroll tax returns.

c. On October 7, 2016, RO 1 made a field visit to
GBUS’s corporate offices in Seattle, Washington. RO 1 met with
GBUS’ s Human Resources Director, M.E., and GBUS’s Controller,
V.S. RO 1 told M.E. and V.S. that the purpose of his visit was

to verify federal tax deposits, and that a FTDA had been

8 Based on my training and experience, I know that the ICS
History is a chronology of events that occurred during the
collection case. During his interview, RO 1 explained that not
all of the information he receives is included in the ICS
History. The ICS History is not meant to document every
statement, but is instead just a log of events.

21
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generated based on the possibility that the company had fallen
behind in its federal tax deposit payments. Neither M.E. nor
V.S. appeared surprised by RO 1’s visit. M.E. and V.S. both
told RO 1 that AVENATTI was the corporate cofficer responsible
for all of GBUS’s business affairs. RO 1 attempted to obtain
payroll information from M.E. and V.S., but they did not want to
give RO 1 any additional information until RO 1 had spoken with
AVENATTI. M.E. and V.S. gave RO 1 AVENATTI’'s contact
information.

d. Later on Octoker 7, 2016, RO 1 called AVENATTI
and left a voicemail asking AVENATTI to call him back
immediately. When AVENATTI called RO 1, RO 1 stated the purpose
of his wvisit to GBUS’s corporate headquarters was to verify
GBUS’ s federal tax deposits. RO 1 alsoc confirmed that AVENATTI
was the corporate officer for GBUS. AVENATTI appeared shocked
and did not appear to understand how payroll taxes worked.
AVENATTI said that he was not personally involved in the
company’s finances, and that his payroll staff and a third-party
payroll company handled the company’s payroll responsibilities
and payroll taxes. AVENATTI did not tell RO 1 the name of the
third-party payréll company, but said that he would provide the
information to RO 1 later. RO 1 told AVENATTI that since
September 2015 GBUS had not filed any payroll tax returns or
made any federal tax deposit payments. AVENATTI said he was
very confused about this as well, and that he would talk to his
accountant to see if the business had changed payroll companies

in late-2015. AVENATTI asked to speak to his accountant and
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said he would call RO 1 back by October 13, 2016. RO 1 also
told AVENATTI that GBUS owed a balance of $7,758 for the 2015
third-quarter federal tax deposits, and was delinquent for the
fourth quarter of 2015 and the first and second quarters of
2016.

e. On October 14, 2016, AVENATTI called RO 1 and
said that he had talked to his accountant, M.H. (a certified
public accountant in Los Angeles, California), who would be
handling the collection case as the Power of Attorney (“POA")
for GBUS because AVENATTI did not have time.

f. On October 20, 2016, RO 1 spoke with M.H. M.H.
did not have any information regarding GBUS’s payroll taxes at
the time. M.H. said she had just been hired, and would need to
obtain information regarding the business from AVENATTI. RO 1
told M.H. that by November 14, 2016, GBUS needed to pay the
remaining balance of $7,758 for the third-quarter of 2015, and
file the delinquent quarterly payroll returns for the fourth-
gquarter of 2015 and the first three quarters of 2016. RO 1 also
requested that GBUS provide 12 months of bank statements, a 2016
profit and loss statement, and a fully completed IRS Form 433B
(collection information statement for business). RO 1 further
told M.H. that he would need to set up an appointment for an IRS
Form 4180 trust fund interview, the purpose of which is the
determination of which corporate officers are responsible for
making the federal tax deposits. RO 1 explained to M.H. the
consequences that would result if GBUS did not meet these

deadlines, including the possibility of levies, summonses, and
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seizures. At no point during the call, did M.H. suggest that
AVENATTI was not the responsible party for GBUS’s payroll tax
liabilities.

g. On November 18, 2016, M.H. called RO 1 to request
an extension of the November 14, 2016, deadline to pay the
$7,758 remaining balance, file the delingquent returns, and
provide the requested financial information and IRS Form 433B.
M.H. told RO 1 that AVENATTI, GBUS’s managing member, had been
out of the country for work and M.H. had not been able to have a
meaningful discussion with him regarding the status of the
business or its taxes. M.H. said that AVENATTI was coming home
for the holidays and that she planned to meet with him
“intensely” to discuss the issues with the business. RO 1
agreed to extend the deadline to December 19, 2016, and again
explained to M.H. the consequences that would result if GBUS did
not meet this deadline.

h. As of the December 19, 2016, deadline, RO 1 had
not heard back from GBUS, M.H., or AVENATTI. The IRS had not
received from GBUS any additional payments, the delinguent
returns, or the requested financial information. As a result,
RO 1 mailed to GBUS and M.H. via certified U.S. Mail completed
substitute returns prepared by the IRS (“IRS Form 6020B”); IRS
Publication 5, which detailed appeal rights; blank IRS Form 940
and IRS Form 941 returns; and IRS Letter 1085, detailing the
proposed assessment and advising GBUS that the IRS had prepared
tax returns on the company’s behalf and providing GBUS with 30

days to contest the assessment or file its own returns. Based
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on the IRS Form 6020B substitute returns, GBUS owed the IRS a
balance of approximately $4.8 million in unpaid payroll taxes.

i. On or about December 22, 2016, GBUS paid the
$7,758 balance due for the 2015 third quarter federal tax
deposits.

3. On or about February 9, 2017, RO 1 filed IRS Form
6020B substitute returns with the IRS for the fourth quarter of
2015, and the first three gquarters of 2016.

k. As of March 13, 2017, GBUS still had not filed
its delinquent returns or provided any of the requested
financial information. RO 1 attempted to contact M.H., but was
unable to reach her. RO 1 left M.H. a message informing her
that liens would be filed for all balances due from the IRS Form
6020B assessments. RO 1 also mailed out an IRS Form 9297 to
GRUS and M.H., which stated that GBUS had until April 10, 2017,
to file the delinquent returns and to provide the requested
financial information and IRS Form 433B. GBUS did not comply
with the April 10, 2017, deadline.

1. Because RO 1 had not heard back from GBUS or M.H.
as of June 22, 2017, RO 1 began the process of filing notices of
liens against GBUS for all amounts due to the IRS. On June 26,
2017, the IRS filed a federal tax lien against GBUS for

approximately $4,998,227 with King County in Washington.
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m. On August 16, 2017, at RO 1’s request, IRS levies?®
were issued to a number of financial institutions and companies
associated with GBUS, including: (1) Bank of America (“BofA”);
(2) California Bank & Trust (“CB&T”); (3) JP Morgan Chase Bank
NA (“Chase”); (4) HomeStreet Bank (“HomeStreet”); (5) KeyBank;
(6) Heartland Payment Systems (“Heartland”); (7) First National
Bank of Omaha (“FNB Omaha”); and {(8) Boeing. The levy notices
indicated that GBUS owed the IRS a total of approximately
$5,210,769. The levy notices were simultaneously mailed to
GBUS’s corporate offices. As noted in paragraph 29.g below,
funds provided to the IRS by the recipient financial
institutions as a result of the levies were routinely noted on
the monthly financial statements provided to GBUS and AVENATTI
by the financial institutions. RO 1 continued to issue
additional levy notices to financial institutions and companies
associated with GBUS throughout January 2018. Because IRS
levies only apply to funds in the accounts at the time the levy
is issued, RO 1 issued levies on a nearly daily basis at various
points in time. In total, RO 1 issued approximately 125 levy
notices.

n. On or about August 21, 2017, RO 1 began the

process of bypassing GBUS’s representative, M.H. Before

9 Based on my training and experience, I know that an IRS
levy is used to collect money that a taxpayer owes to the IRS.
The levy requires the recipient to turn over to the United
States Treasury the taxpayer’s property and rights to property,
such as money, credits, and bank deposits, that the recipient of
the levy has or is already obligated to pay to the taxpayer.
Banks, savings and loans, and credit unions are obligated to
hold any funds subject to the levy for 21 days before sending
payment to the United States Treasury.
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bypassing a taxpayer’s representative, RO 1 was first required
to issue a warning to M.H. RO 1 called M.H. and left her a
message stating that three separate attempts had been made to
obtain information from her regarding GBUS, but that no
information had been provided, and his calls had not been
returned. RO D.L also said that he would be bypassing M.H. if
she made no further contact. RO 1 did not receive a response.
o. On September 1, 2017, RO 1 visited GBUS’s
corporate headgquarters. RO 1 spoke to a GBUS employee, S.F.,
who confirmed that AVENATTI was the sole person responsible for
GBUS’s finances and served as both the CEO and Chief Financial
Officer (“CFO”). S.F. also confirmed that the various notices
the IRS sent to GBUS had been received by GBUS, and that the
notices were being scanned and then emailed to AVENATTI. S.F.
said that AVENATTI was a practicing attorney in California.
When asked for AVENATTI’s email address, S.F. said she could not
give that out. S.F. did not appear surprised that RO 1 was
visiting GBUS. S.F. said she was aware of the IRS levies. RO 1
also provided S.F. with a copy of IRS Letter 903, which stated
that the Department of Justice was considering initiating a
civil suit or criminal prosecution due to GBUS’s failure to make
its required trust fund payments to the IRS. RO 1 also read the
letter to S.F., who confirmed that she understood the letter.
As noted in paragraph 32.f below, during a subsequent interview,
S.F. confirmed that she told AVENATTI about RO 1’s visit and

provided him with a copy of the IRS 903 Letter.
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pe- On September 1, 2017, upon returning to his
office, RO 1 consulted with his general manager about a possible
fraud referral to IRS-CI due to GBUS’s non-compliance. RO 1's
justification for the potential fraud referral was that GBUS had
not provided any documents; RO 1 had been attempting to collect
the taxes owed for one year and had only received one payment of
approximately $7,000; the POA, M.H., had been dismissed; and
Tully’s stores were still operating.

g. On September 5, 2017, Dennis Brager (“Brager”),
an attorney from the Brager Tax Law Group, contacted RO 1.
Brager said we would serve as the new POA for GBUS. Brager told
RO 1 that the payroll tax issues were all due to a financial
error and that GBUS had gone through staffing changes in the
financial or accounting department that had caused the payroll
tax issue. Brager also told RO 1 that AVENATTI knew nothing
about the IRS issues until the delivery of the 903 Letter “last
Friday” (i.e., September 1, 2017). RO 1 explained to Brager
that the case was a year old, he had been unable to get any
information from the prior POA, M.H., and that liens and levies
had already been issued. Brager told RO 1 that the left hand
did not know what the right hand was doing, that AVENATTI was
busy, and that employees were not doing their jobs. RO 1 told
Brager that the balance due to the IRS was currently at
$5,274,460. Brager told RO 1 that GBUS would file original
returns and correct all balances due.

r. On September 6, 2017, S.F. contacted RO 1 and

said she wanted to provide information to him confidentially due

28



Case 8:19-mj-00241-DUTY Document 1l Filed 03/22/19 Page 64 of 198 Page ID #:64

Case 8:19-mj-00103-DUTY *SEALED* Document 4-1 *SEALED* Filed 02/22/19 Page 51 of
184 Page ID #:285

to fear of reprisal from AVENATTI if he learned she had spoken
to the IRS. RO 1 asked S.F. why she changed her mind and wanted
to talk to him. S.F. said that after hearing RO 1 read the 903
Letter she became uncomfortable with AVENATTI'’s response to the
situation and the scramble she had had to go through to pay
vendors because of the filed levies.

S. On September 15 and September 25, 2017, RO 1
called Brager’s office, but was unable to reach him. During the
call on September 25, RO 1 told the receptionist that he would
be faxing Brager a number of forms, and also mailing the forms
to Brager via certified mail. Among other things, RO 1 sent
Brager a Form 9297, summary of contact letter, reguesting full
payment of the approximately $5.3 million balance due, and
setting a deadline of October 16, 2017, for GBUS to file
original returns to correct the Form 6020B substitute returns.
The Form 9297 letter also advised GBUS that the IRS would seize
corporate assets from a number of Tully’s locations if GBUS were
unable to pay the balance due.

t. On September 26, 2017, RO 1 conducted a IRS Form
4180 trust fund interview with A.H., a former GBUS employee.
A.H. confirmed that she had been a payroll clerk and bookkeeper
at GBUS. A.H. told RO 1 that AVENATTI was in charge of GBUS and
made all of the financial decisions for the company.

u. On September 26, 2017, RO 1 also attempted to
conduct an IRS Form 4180 trust fund interview with T.M., GBUS’s
former CFO and Chief Operating Officer (“C00”), at his home. RO

1 eventually spoke with T.M. via telephone. T.M. said he needed
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to speak with counsel before speaking to RO 1. Subsequently, on
or about November 3, 2017, RO 1 received a letter from T.M.’s
attorney attaching the completed Form 4180, a signed declaration
from T.M., and a copy of T.M.’s September 24, 2015, resignation
email to AVENATTI. In the Form 4180, T.M. stated that AVENATTI
was the sole corporate officer for GBUS and was responsible for
GBUS’s financial decisions. The letter from T.M.’s attorney
also argued that T.M. was not personally liable for any of
GBUS’s tax liabilities.

v. On October 3, 2017, RO 1 spoke with Brager.
Brager expressed shock that levies had been issued. RO 1 told
Brager that the levies were issued because no federal tax
deposits had been received from GBUS and that GBUS was an
“egregious pyramider.”10 RO 1 told Brager that RO 1 would agree
not to issue additional levies against GBUS until October 16,
2017, so that GBUS could take steps to make immediate federal
tax deposits. Brager asked RO 1 for a “levy release,” which RO
1 declined to provide because GBUS had not been in cbmpliance
and had failed to provide any financial information. When
Brager said that GBUS would not be able to make any federal tax
deposits due to the levies in place, RO 1 told Brager that GBUS
had not made any federal tax deposits since the fourth-quarter
of 2015, that the levies did not start until August 2017, and
that GBUS therefore had almost two years cf payroll taxes

stashed away. When asked what happened to the payroll taxes

10 RO 1 explained during his September 2018 interview that a
“pyramider” is a business that is accumulating payroll taxes
every quarter without making the required payments to the IRS.
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that had been withheld from the employees from October 2015 to
July 2017, Brager told RO 1 that he did not know and that he
needed to talk to AVENATTI.

W. On October 13, 2017, Brager contacted RO 1 and
told him that GBUS had made a federal tax deposit payment for
its payroll taxes. Brager also said that GBUS had filed its
original payroll tax return.

X. On October 18, 2017, RO 1 received four payroll
tax returns from GBUS for processing and four payroll tax
returns for 6020B reconsideration. As of October 18, 2017,
however, the IRS still had not received any federal tax deposits
from GBUS. RO 1 left a message for Brager informing him that
there had “still been no FTDS!” In the message, RO 1 told
Brager that the payment of the federal tax deposits needed to be
immediate and retroactive since the last federal tax deposit
payment had been made on November 2, 2015.

Y. On October 20, 2017, having still not received
federal tax deposit payments from GBUS, RO 1 again began issuing
daily levies to the financial institutions associated with GBUS,
including KeyBank, CB&T, and FNB Omaha. RO 1 also noted in the
ICS History that the case was being considered for a fraud
referral to IRS~CI.

Z. On October 26, 2017, the IRS received a $23,763
payment from GBUS.

aa. In late October 2017, RO 1 noticed that the

levies issued were not producing the expected amount of seized
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funds. This raised a red flag for RO 1 regarding GBUS's
financial arrangements.

bb. On November 2, 2017, Brager called RO 1 and faxed
over two copies of federal tax deposits made by GBUS. Brager
requested that the IRS enter into an installment agreement with
GBUS. RO 1, however, told Brager that GBUS did not qualify for
an installment agreement because GBUS had never provided the IRS
with any financial information. RO 1 told Brager that he
believed the request for an installment agreement was merely a
stall tactic and attempt to delay collection.!! During the call,
Brager repeatedly told RO 1 that AVENATTI had relied on the
payroll service provider to make payments but the provider had
failed to make the deposits. RO 1 responded that GBUS should
have had the money at issue readily available since the federal
tax deposits were never made. Brager said he didn’t know the
financial information for GBUS, but would get together with
AVENATTI and provide RO 1 with all the financial information
within 10 days. RO 1 told Brager that enforcement (i.e.,
additional levies) would continue during that time period.

cc. On November 6, 2017, the IRS received a Form 941
payroll return for GBUS for the third-quarter of 2017. The
payroll return was signed by M.E.

dd. On November 14, 2017, RO 1 spoke with a FNB Omaha
employee. RO 1 wanted to know why there had been no funds from

the latest levies issued to FNB Omaha. The FNB Omaha employee

11 RO 1's general manager reviewed the installment
agreement request and agreed with RO 1’s assessment that it was
merely a delay tactic.
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told RO 1 that GBUS had changed merchant accounts and was no
longer using FNB Omaha as the sponsoring bank. The employee
said that GBUS might still be using TSYS as its credit card
processor, but a different sponsoring bank. RO 1 considered the
change in merchant accounts to be a red flag.

ee. On November 14, 2017, a GBUS employee told RO 1
that: (1) the merchant account IDs had been changed in all of
the Tully’s stores on October 5, 2017; (2) FNB Omaha had
requested the GBUS accounts be closed due to risk; (3) the
account into which cash from the Tully’s stores was deposited
had been changed from a KeyBank account to a subsidiary account
under the name of GB Auto; (4) cash was being deposited into a
BofA account ending in 7412 (“GB Auto BofA Account 74127); and
(5) cash was retrieved from the coffee shops twice a week on
Monday and Thursday mornings. At this point, RO 1 believed that
GBUS was actively placing assets out of the reach of the
government.

ff. On November 17, 2017, M.G. called RO 1 to say
that M.G. wanted to cooperate and remain anonymous due to fear
of reprisal. M.G. was the Director of Retail Operations for
GBUS.2 M.G. said she was responsible for daily cash deposits
and setting up merchant credit card processing services for all
of the Tully’s stores. M.G. told RO 1 that GBUS’s corporate
headquarters and one of the Tully’s retail locations had been

closed due to non-payment of the lease. M.G. said that she had

12 Based on interviews of M.G. and S.F. conducted in
September 2018, I know that M.G. and S.F. are sisters.
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been instructed by V.S., GBUS’s controller, to make numerous
changes to the cash deposits and the merchant accounts, which
made her feel uneasy and suspicious as to whether fraud was
occurring. M.G. said she had all the financial information and
correspondence from AVENATTI regarding changes to the merchant
accounts. RO 1 told her that he would be summonsing her into
the office to provide the documents. He also asked M.G. to let
him know if AVENATTI changed the bank accounts or merchant
accounts again.

gg. Later, on November 17, 2017, two GBUS employees,
M.G. and V.S. were served with IRS summonses requiring them to
appear before RO 1 and produce relevant GBUS business records.

hh. ©On November 28, 2017, M.E. appeared for an
interview in response to the collection summons RO 1 issued.
During the interview, M.E. filled out a Form 4180. M.E. said
that since April 2016 she prepared, reviewed, signed, and
authorized the transmission of payroll tax returns. M.E.,
however, confirmed that AVENATTI was the owner and operator of
GBUS, and that all financial obligations, if paid, were paid at
the direction of AVENATTI.

ii. On November 29, 2017, M.G. appeared for an
interview in response to the collection summons RO 1 issued.
M.G. provided RO 1 with bank account information for GBUS, GB
LLC, and GB Auto. M.G. confirmed that GBUS had changed both its
credit card processing and cash deposit accounts. M.G. said
that cash from the Tully’s stores were previously being

deposited into a KeyBank account, but was now being deposited

34



Case 8:19-mj-00241-DUTY Document 1 Filed 03/22/19 Page 70 of 198 Page ID #:70

Case 8:19-mj-00103-DUTY *SEALED* Document 4-1 *SEALED* Filed 02/22/19 Page 57 of
184 Page ID #:291

into an account for GB Auto. M.G. said that the entity name for
the merchant accounts had been changed from GBUS to GB LLC.
M.G. said that REGNIER, from EA LLP, had set up the new bank
account for GB LLC. M.G. also provided RO 1 with emails
regarding the company’s business, including emails regarding the
merchant account changes.?13

jj. On November 30, 2017, V.S. appeared for an
interview in response to the collection summons RO 1 issued.
V.S. told RO 1 that no payments for GBUS were made unless
authorized by AVENATTI. V.S. repeatedly said that AVENATTI
refers to himself as the owner, CEO, and sole member of GBUS and
that any and all decisions go through him. V.S. said that funds
were frequently transferred between GBUS and EA LLP, and that
unreasocnable legal fees were being paid to EA LLP. V.S. also
said that GBUS sponsored the International Motor Sports
Association (“IMSA”), and spent approximately $200,000 in
license fees and other investments relating to AVENATTI's racing
team. V.S. said that T.M., GBUS’s former COO/CFO, and B.H.,
GBUS'’s former Director of Operations were both aware of the
financial irregularities at GRUS. V.S. also provided RO 1 with
email correspondence involving AVENATTI, as well emails
regarding the changes to the TSYS merchant accounts.!4

kk. On December 5, 2017, M.G. told RO 1 that AVENATTI

had instructed all of the Tully’s stores to hold their cash

13 TRS~CI’s collection and review of these emails is
discussed further in footnote 15 below.

14 IRS-CI’s collection and review of the emails V.S.
provided is discussed further in footnote 15 below.
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deposits until further notice. M.G. sald AVENATTI was also very
curious about what documents were submitted to the IRS in
response to the summons and wanted a full account of the
documents submitted.

11. On or about December 7, 2017, Brager sent a
letter to RO 1’s general manager complaining about the summonses
issued to GBUS employees. Among other things, Brager’s letter
claimed that the IRS had provided inadequate notice of the
summonses to GBUS. Brager further claimed that RO 1 may have
obtained privileged information from the employees because
AVENATTI is both the managing member of GBUS and its general
counsel .13

mm. On December 11, 2017, RO 1 contacted A.R.G., a
lawyer for Boeing, regarding the sale of the Tully’s kiosks
while IRS liens were pending. On December 12, 2017, A.R.G.
emailed RO 1 a copy of the Global Baristas contract, and an

email exchange with AVENATTI. A.G. stated that the contract was

15 TIn April 2018, following the fraud referral to IRS-CI,
RO 1 provided me with PDFs of six documents he had received in

response to the summonses. In May 2018, RO 1 also provided me
with a disk containing additional documents he had received in
response to the summonses. I briefly reviewed the six PDFs, but

did not review any of the materials on the disk. Later in May
2018, while reviewing RO 1’s case file, I learned of Brager’s
privilege claim. I then provided the materials I received from
RO 1 to an attorney with the Department of Justice’s Tax
Division so that a privilege review could be conducted. I
understand that a Privilege Review Team AUSA (“PRTAUSA")
subsequently conducted a review of the materials in August 2018.
The PRTAUSA redacted two portions of one email on the basis that
GBUS might be able to claim that the redacted portions were
protected by the attorney-client privilege, but concluded that
none of the other documents RO 1 had provided were protected or
potentially protected by the attorney-client privilege. The
redacted email and the remaining documents were then released to
IRS-CI and the prosecution team for us to review.
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actually with GB Hospitality, LLC. In the email, A.G. said that
AVENATTI “verbally had asked me to use the entity Global
Baristas, LLC on the Bill of Sale as he said it was the entity
that held title to the equipment.”

nn. On December 14, 2017, RO 1 spoke with M.G. and
S.F. They told him AVENATTI had instructed the Tully’s stores
to hold the cash deposits because he was in the process of
setting up new accounts to take cash deposits. They also told
RO 1 that GBUS was in the process of finalizing a new merchant
credit card account with Chase Bank under the name of GB LLC.

oo. On December 14, 2017, RO 1 issued a summons for
AVENATTI to appear for a 4180 trust fund interview. On January
11, 2018, Brager advised RO 1 that AVENATTI would not appear
because AVENATTI had not been properly served with the summons.

pp. As of January 2018, RO 1 was still issuing levies
to known bank accounts associated with GBUS, as well as to bank
accounts associated with GB LLC and GB Auto. These levies
typically resulted in the recovery of only $50 to $100.

gg. On February 2, 2018, Brager sent RO 1 a protest
of the proposed trust fund recovery penalty assessments against
AVENATTI and GBUS. Among other things, Brager claimed that
AVENATTI “did not act willfully since he was not involved in the
preparation, or calculation of the payroll taxes” and “did not
have knowledge of the fact that the taxes were unpaid until
after the taxes had accrued.” Brager therefore argued that

AVENATTI was not a “responsible person” for GBUS and “cannot be
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held personally liable for the trust fund taxes owed by Global
Baristas, US LLC.”

rr. On March 12, 2018, RO 1 made field visits to a
number of Tully’s locations, each of which had signs posted on
the door stating that the store was temporarily closed. RO 1
then contacted a GBUS employee, who told him that the closures
were in fact permanent.

ss. On March 19, 2018, the IRS Fraud Technical
Advisor’s Manager approved a fraud referral to IRS-CI.

3. GBUS Employee Interviews

24. As part of its investigation, IRS-CI has interviewed

numerous former GBUS employees. At the outset of each
interview, Assistant United States Attorneys (“AUSAs”) working
on this investigation requested that the employee not provide
the government with any information that might be covered by the
attorney-client privilege. The AUSAs explained that any legal
discussions the employee may have had with lawyers acting on
behalf of GBUS or any other company the employee worked for
could potentially be covered by the attorney-client privileged,
and that the company would hold the privilege -- meaning that
only the company could decide to disclose privileged
communications to the government. The AUSAs further explained
that the government understood that GBUS’s owner and CEO,
AVENATTI, was also a lawyer and may have acted both in a
business capacity and a legal capacity on behalf of GBUS. The
AUSAs asked the employees to inform the interviewers i1f at any

point the questions might require the employees to disclose
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legal discussions they had with AVENATTI, and to not disclose
any legal discussions they may have had with AVENATTI in his
capacity as a lawyer for GBUS. Each of the employees said they
understood and agreed not to provide any information that they
believed could be potentially privileged.

25. On November 13, 2018, I participated in an interview
of T.M., GBUS’s former Chief Operating Officer (“CO0O”) and Chief
Financial Officer (“CFO”). T.M. was accompanied by his personal
attorney. T.M. provided the following information:

a. T.M. met AVENATTI in approximately 2011 through
T.M.’s work for Cascade Capital Group (“Cascade”). In 2012,
T.M., AVENATTI, and others were attending a bankruptcy hearing
in connection with the Meridian Mortgage Funds (“Meridian”)
bankruptcy case. Prior to the Meridian hearing, there was a
hearing regarding the auction to purchase TC Global, Tully’s
parent company, out of bankruptcy. During that hearing,
AVENATTI expressed an interest in purchasing TC Global out of
bankruptcy. AVENATTI then hired Cascade to do due diligence on
TC Global and Tully’s. In January 2013, AVENATTI, throﬁgh GB
LLC, put in a successful bid of $9.15 million to purchase TC
Global at a bankruptcy auction. The purchase closed in June
2013.

b. T.M. worked as a consultant for GBUS beginning in
July 2013. 1In October or November 2013, T.M. took a full-time
position as GBUS’s COO and CFO. T.M worked for GBUS until
September 24, 2015, when he resigned. Between approximately

January 2015 and September 2015, T.M. worked for GBUS only half-
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time. T.M.’s base salary was $250,000, with incentives of up to
$150,000 annually. T.M. was also supposed to receive “phantom
equity” in GBUS, under which T.M. would receive six percent of
the sale proceeds of GBUS equity in excess of $9,150,000.

C. AVENATTI’s title at GBUS was CEO and he was on
GRUS’s payroll as its CEO. T.M. considered AVENATTI to be the
owner and CEO. T.M said he “treated this as if I was working
for the owner.” AVENATTI’s role was to identify strategy and
make decisions for GBUS. T.M. said that AVENATTI was the
ultimate decision maker for GBUS and that every important
decision was approved by AVENATTI. For example, AVENATTI made
all of the hiring decisions for GBUS, and interviewed and vetted
the candidates.

d. T.M. said that AVENATTI’s default position at
GBUS was not as a lawyer. When asked whether AVENATTI ever
acted as a lawyer for GBUS, T.M. said‘he did not know and that
this was a gray area. T.M., however, said that he did not see
any invoices from EA LLP and was not aware of GBUS ever hiring
EA LLP to do legal work for GBUS. T.M. considered his
conversations with AVENATTI to be about business matters, not
legal matters.

e. T.M. said that for the entire time he worked for
GBUS, Foster Pepper PLLC was GBUS’s operational counsel. T.M.
saw invoices from Foster Pepper to GBUS, which were then routed
to AVENATTI.

£. T.M. said that GBUS used a third-party payroll

company, but was not sure of the company’s name. The prior
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payroll company had not been allowing direct deposit of wages
for employees because of cash flow issues. When GBUS switched
to a new payroll company, GBUS set up direct deposit for its
employees.® As cash flow got tighter at GBUS, direct deposit
was rolled back. T.M. discussed rolling back direct deposit and
reverting to paper checks with AVENATTI.

g. T.M. explained that after direct deposit was
stopped in 2015, the payroll company would generate payroll
checks on GBUS’s stock checks. When GBUS had direct deposit,
the payroll company would pull the funds for payrcoll and payroll
taxes out of GBUS’s payroll account on the Friday before the
Monday payday. The money for payroll would therefore be gone
immediately. Cancelling direct deposit gave GBUS “float time”
until the employees’ checks cleared the following week, meaning
that the payroll funds would still be in GBUS's bank account and
GBUS had more time to make funds available to pay the employees
and its payroll taxes.

h. T.M. resigned his position at GBUS in large part
due to payroll tax issues at GBUS and because he was concerned
about his personal liability. Payroll was very tight and GBUS
could not always meet its payroll obligations. On three or four
occasions, T.M. loaned GBUS money so that it could cover the

gaps in its payroll obligations. T.M. estimated that he loaned

16 Based on interviews with other GBUS witnesses, I learned
that GBUS used Ceridian for its payroll services at all times.
While T.M. appears to have been mistaken about GBUS’s use of a
prior payroll company, T.M.’s statements regarding direct
deposit are consistent with statements made by other former GBUS
employees.
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GBUS $10,000 to $40,000 to meet its payroll obligations. This
money was paid back prior to T.M.’s resignation.

i. On September 24, 2015, T.M. had a phone
conversation with AVENATTI regarding the outflow of funds for
that week. T.M. told AVENATTI that GBUS needed funds to pay its
payroll taxes the next day. AVENATTI told T.M. not to count on
that.1l?” Based on AVENATTI'’s response, T.M. told AVENATTI that it
would be his last day. He then emailed AVENATTI a resignation
letter later that same day.

J. T.M. said that AVENATTI was aware that GBUS
needed to pay its payroll taxes. T.M. specifically discussed
GBUS’s obligation to pay its payroll taxes with AVENATTI on more
than one occasion.l18

k. M.D. was the head of Human Resources and Payroll
for GBUS. GBUS’s IRS Forms 940 and IRS Forms 941 were normally
filed by M.D. T.M. would be notified when they were filed.

1. T.M. was asked whether AVENATTI ever withdrew
money from GBUS. T.M. said that money was flowing out of GBUS
as early as August 2013. AVENATTI was a signer on GBUS’s bank

accounts, and there were frequent transfers from GBUS to EA LLP

17 As detailed in paragraph 22.b above, IRS records show
that GBUS stopped making federal tax deposit payments to the IRS
after the third quarter of 2015.

18 During the discussion of GBUS’s payroll tax obligations,
T.M. began to mention a discussion he and AVENATTI had with a
labor lawyer from Foster Pepper in early 2015. The AUSAs
immediately instructed T.M. not to provide any information
regarding the substance of his conversations with Foster Pepper.
T.M. followed that instruction and did not provide any
information regarding the substance of his discussions with
GBUS’ s lawyers.
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and from EA LLP to GBUS. T.M. said that none of the transfers
to EA LLP were for legal services EA LLP provided to GBUS.
AVENATTI would not tell T.M. in advance that he would be taking
money out of GBUS’s bank accounts —-- the money would just be
gone. M.B., GBUS’s controller at the time, would tell T.M. when
AVENATTI had taken money out of the GBUS bank accounts. When
T.M. asked AVENATTI if he was going to stop taking money in and
out of GBUS’s bank accounts, AVENATTI responded that he did not
foresee that happening. AVENATTI did not tell T.M. what the
funds AVENATTI was taking out of GBUS’s bank accounts were being
used for. GBUS’s accounting team tracked the money AVENATTI
transferred into and ocut of GBUS.

m. T.M. initially had authority to sign company
checks, which were cut whenever vendor invoices were due. By
approximately March 2015, however, this had changed.'® T.M.
would provide AVENATTI with a list of vendors’ invoices.
Sometimes T.M. would make the decision to pay vendors on his
own, and other times AVENATTI would approve the payments to
vendors.

n. T.M. said that the daily operations of the
Tully’s stores went through GBUS. All cash receipts came from
GBUS and everything happened under GBUS. T.M. did not recall

any cash receipts coming from GB LLC.

19 Based on my review of GRUS bank account records, I know
that in February 2015 GBUS opened two new accounts at CB&T.
AVENATTI and REGNIER were the only signatories on these bank
accounts.
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0. T.M. said that the majority of GBUS’s profits
came from the Tully’'s stores at Boeing facilities. The
commission payments to Boeing were delayed more than once
because of working capital restrictions. T.M. had never heard
of a company called “GB Hospitality,” which was the name
AVENATTI used on the Boeing contract in November 2016 (see
qQ 39.4d).

. T.M. is familiar with The Peoples Bank in
Mississippi because of litigation that Cascade and AVENATTI
worked on involving Mississippi Power. T.M., however, was not
aware of AVENATTI obtaining a loan from The Peoples Bank. T.M.
did not recall seeing any loan documents, and there was no debit
or credit item for a loan from The Peoples Bank in GBUS’s
financial statements.

q. T.M. was also asked about GB Auto. T.M. said GB
Auto was AVENATTI’'s racing team in IMSA. DMoney that was sent
from GBUS to GB Auto would have been tracked by the accounting
team. AVENATTI also signed GBUS up as a coffee sponsor for
IMSA. AVENATTI used the Tully’s logo on his race car and an
employee would serve Tully’s coffee at IMSA events. T.M. said
that the IMSA expenses did not help with GBUS’s operations.

r. T.M. did not know whether corpcrate tax returns
for GBUS had been completed or filed. T.M. had arranged for
GBUS to hire a tax accountant in Tampa, Florida, to prepare
GBUS’s tax returns. AVENATTI participated in meetings with the
accountants by phone. The accountants provided GBUS with a list

of documents that were needed to prepare the tax returns,
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including a number of documents that would have been in
AVENATTI's control. T.M. did not know if AVENATTI ever provided
the required documents to the accountants.

S. AVENATTI had a GBUS email address, but T.M.
always emailed AVENATTI at his EA LLP email address.

t. T.M. said that REGNIER was responsible for all of
AVENATTI'’s administrative needs. REGNIER would have been copied
on all emails to AVENATTI regarding GBUS’s cash needs. T.M.
understood that REGNIER had been with AVENATTI for a very long
time.

u. T.M. was asked about a settlement agreement he
entered into with AVENATTI and GBUS in 2018 relating to money
GBUS still owed T.M. as part of his employment agreement. As
part of the settlement, on or about Octocker 2, 2018, T.M.
received a $35,000 check from A&A’s CB&T bank account, which
bounced. T.M. guessed that the check was signed by REGNIER.

V. Prior to the interview with T.M., I learned that
on or about October 31, 2018, T.M. filed a civil lawsuit against
AVENATTI in the Superior Court of the State of Washington for
King County for wrongful wage withholding; breach of contract;
dishonored check; and fraud and misrepresentation. The civil
complaint alleges that AVENATTI failed to pay T.M. money he was
owed under his employment agreement with GBUS. In addition to
the incentive payments mentioned in paragraph 25.b above, the
complaint notes that AVENATTI had recently been quoted in a
October 24, 2018, Seattle Times article as saying that he scld

“Global Baristas . . . for $28 million a long time ago.” T.M.
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claimed that under the terms of his employment agreement, he
would have been entitled to six percent of the sale proceeds
above $9.15 million.

W. T.M. said he had never discussed selling GBUS
with AVENATTI and does not know if AVENATTI ever sold GBUS.

26. On October 24, 2018, I participated in an interview of
M.B., GBUS's former Controller. M.B. provided the following
information:

a. In October 2013, M.B. began working at GBUS as
its Controller. M.B. had been recruited by T.M., and
interviewed for the position with T.M. and AVENATTI. She
reported to T.M. M.B. worked full-time at GBUS until December
2015, and part-time at GBUS in January 2016.

b. M.B. managed GBUS’s accounting department.

M.B.’s role at GBUS included assessing and running the
accounting systems, overseeing the financials, and looking at
the day-to-day accounting figures.

C. AVENATTI was the owner and CEO of GBUS. M.B. did
not know AVENATTI to be the General Counsel of GBUS.

d. AVENATTI would authorize payments for GBUS. M.B.
would email T.M. and AVENATTI to ask what bills to pay. M.B.
would usually get a response of approval from T.M., and
sometimes from AVENATTI.

e. GBUS used Ceridian for its payroll services.
Ceridian was initially responsible for paying the payroll taxes
and preparing and filing the payroll tax returns. M.B. believed

this was set up by T.M. or AVENATTI.
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f. In the second or third quarter of 2015, AVENATTI
directed Ceridian to stop paying GBUS’s payroll tax withholdings
and told Ceridian that GBUS would pay the payroll taxes itself.
This gave GBUS float time for the payroll payments. M.B.
explained that AVENATTI was the only signatory on GBUS’s payroll
account and that no one other than AVENATTI was empowered to pay
the payroll tax withholdings. After this change, M.D. (GBUS’s
Human Resources and Payroll Director) was respconsible for filing
the payroll tax returns, and AVENATTI was responsible for paying
the payroll tax withholdings. M.B. said the decision to change
the payment process for GRUS’s payroll tax withholdings with
Ceridian was made by AVENATTI, and went from AVENATTI to T.M.,
and then from T.M. to M.D. M.B. believes that AVENATTI would
have signed the forms authorizing the change with Ceridian.

g. For the third-quarter of 2015, Ceridian paid the
net salary to GBUS employees, Ceridian prepared the IRS Form 941
payroll tax return, and GBUS was responsible for paying the
payroll tax withholdings to the IRS. AVENATTI, however, would
not approve the payment of the payroll tax withholdings. M.B.
said that AVENATTI directed M.D. not to pay GBUS’s payroll taxes
for the third-quarter of 2015. M.D. was mortified by this
directive and told M.B. about it.

h. M.B. documented AVENATTI’s instruction not to pay
GBUS’ s payroll taxes and sent AVENATTI an email explaining the
ramifications of not paying the payroll taxes. AVENATTI did not
respond to her email. When M.B. asked AVENATTI over the phone

whether he had received her email, he responded that it was
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“mine to deal with.” M.B. did not believe she saved a copy of
this email, and was unable to locate a copy of it in her
personal emails following her interview.

i. M.B. remembered seeing emails from M.D. to
AVENATTI requesting that AVENATTI approve the payment of the
payroll tax payments. M.B. also sent similar requests to
AVENATTI.

3. M.B. said that V.S. and B.C. from the accounting
department knew that GBUS’s payroll taxes were not being paid
because they had access to GBUS’s financials. M.E. from the
human resources department also knew that the payroll taxes were
not being paid. In fact, M.B. speculated that everyone in
GBUS’ s corporate office knew about the payroll tax issues
because the corporate office was small, and the employees were
close on a professional level.

k. M.B. said the payroll tax issue was the “nail in
~the coffin” as to her decision to leave GBUS. She left GBUS a
few months later in December 2015, and actually tock a pay cut
to leave GBUS. She said that AVENATTI’s “moral compass didn’t
point north.”

1. M.B. thought GBUS spent approximately $750,000 in
connection with its IMSA sponsorship. GBUS was hemorrhaging
money at the time and M.B. did not think the IMSA sponsorship
was the best use of funds. Without the IMSA expenses GBUS would
have been cash neutral and in a better financial position. M.B.
considered the IMSA sponsorship to be a “wanity” decision by

AVENATTT.
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m. M.B. said that AVENATTI would frequently transfer
money in and out of GBUS’s bank accounts. This happened for
months. M.B. would login into GBUS’s bank accounts and see
wires to and from EA LLP or A&A. M.B. would reconcile the bank
accounts every day and tracked the funds deposited or withdrawn
by AVENATTI. M.B. said the amount AVENATTI deposited was likely
more than the amount he withdrew, but that if you included the
money AVENATTI spent on IMSA he would likely have owed GBUS
money. M.B. said that AVENATTI's deposits and withdrawals from
GBUS’ s bank account had an impact on GBUS’s operations. GBUS
was operating with a cash loss and some of the money AVENATTI
withdrew could have been used to pay vendors.

n. AVENATTI would wonder why GBUS was short on cash.
In response, M.B. would prepare cash reports and give them to
AVENATTI.

o. M.B. said that AVENATTI's law firm was not an
investor in GBUS. There were no invoices between the law firm
and GBUS, and no formal loan documents between GBUS and
AVENATTI's law firm.

P- M.B. would send emails to AVENATTI at his EA LLP
email address. M.B. would typically communicate with AVENATTI
via email or by phone. M.B. only saw AVENATTI a few times a
year.

g. REGNIER was the right hand person for AVENATTI at
his law firm. M.B. dealt with REGNIER a few times when M.B.
needed AVENATTI to get something done for GBUS. REGNIER would

get AVENATTI to take action at M.B.’s request.
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27. On October 24, 2018, I participated in an interview
with M.D., GBUS’s former human resources and payroll director.
M.D. provided the following information:

a. M.D. started working at Tully’s in 2000 in the
payroll department. He worked for Tully’s when it was sold to
TC Global in 2008, and stayed on after AVENATTI bought TC Global
out of bankruptcy. His job duties at GBUS included overseeing
payroll, human resources, and facilities. M.D. resigned from
GBUS in November 2015. M.D., however, worked part-time at GBUS
until April 2016 to help with payroll.

b. GBUS used Ceridian to handle its payroll the
entire time that M.D. worked for GBUS. Payroll was on Mondays,
so the funds would need to be available in GBUS’s payroll
account on the priocr Thursday or Friday. 1In 2013 and 2014,
Ceridian was a full service payroll processor for GBUS.
Ceridian’s services during this time included direct deposit
drawn on Ceridian’s bank account, withholding, tax filings, and
W-2s, among other things. These were the services provided for
the first year-and-a-half, at which point T.M. instructed M.D.
to stop the direct deposit service. Thereafter, payroll was no
longer paid from Ceridian’s bank account, but instead from
GBUS’s payroll bank account. The checks were still cut by
Ceridian, but the money was drawn on GBUS’s payroll bank
account.

c. M.D. said another change occurred in the summer
of 2015, when the wires to pay the payroll taxes were not

approved. Ceridian requested the payroll tax money and the
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payment did not get approved by GBUS. M.D. recalled telling
M.B. that he had been notified by Ceridian about the non-payment
of the payroll taxes by GBUS. M.D. did not know if the payroll
tax payments were ever made to Ceridian.

d. M.D. said that a couple of times the payroll
payments to Ceridian were late. After a while, Ceridian told
M.D. that it was no longer going to make payroll payments due to
GBUS failing to pay Ceridian on time. Ceridian was also no
longer filing GBUS’'s payroll tax returns. M.D. told M.B. about
this, who then told T.M. and AVENATTI.

e. M.D. said that bi-weekly payments to the IRS
stopped once the Ceridian services and payments were
discontinued. He believed that AVENATTI, not T.M., made the
ultimate decision to terminate Ceridian’s services.

f. In the third guarter of 2015, GBUS’'s payroll tax
payments were not made because AVENATTI did not approve the
payments. M.B. told M.D. that AVENATTI did not approve the tax
payments.

g. M.D. said he started looking for a new Jjob
because of the lack of payroll tax payments. He thought it was
“unethical” that payroll tax payments were not being made even
though GBUS was withholding taxes from GBUS employees. He was
concerned someone would blame him so he started looking for a
new job. He described GBUS’s failure to pay its payroll taxes
as the final straw in his decision to leave GBUS because he
believed GBUS had the fiduciary responsibility to pay the IRS.

M.D. ultimately took a pay cut to leave GBUS for ancther job.
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h. M.D. did not know if the payroll tax payments for
the third or fourth quarter of 2015 were ever paid by GBUS.
M.D., however, said that the payroll tax payment requests would
have been sent to GBUS’s accounting team. M.D. would send check
requests for the state and federal tax payments to V.S.

i. M.D. shared his concerns regarding the payroll
tax issues with M.B., because T.M. had already left GBUS at the
time.

J. M.D. understood that M.B. was speaking teo
AVENATTI about the payroll taxes that needed to be paid. M.B.
told him about her discussions and communications with AVENATTI
regarding the payroll tax issues.

k. M.D. believed that he, M.B., and M.E., who worked
for him in the human resources and payroll department, were the
only employees that knew GBUS was not paying its payroll taxes.

1. M.D. believed that AVENATTI and T.M. were
signatories on the GBUS bank accounts. M.D. said that no checks
could be cut without AVENATTI's approval.

m. M.D. considered AVENATTI to be the owner,
President, and CEC of GBUS. This is how AVENATTI presented
himself. M.D. did not consider AVENATTI to be GBUS’s General
Counsel, and never heard AVENATTI refer to himself as GBUS’s
General Counsel. M.D. was not aware of GBUS ever hiring EA LLP
to perform any legal services for GBUS.

n. M.D. had limited interactions with AVENATTI
during his time at GBUS. M.D. had seen AVENATTI only four or

five times. He did not recall having any significant
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conversations with AVENATTI or any one-on-one phone calls with
him. M.D. typically interacted with T.M. and M.B.

o. M.D. emailed AVENATTI approximately 10 times at
his EA LLP email address. AVENATTI had a GBUS email address,
but did not use it.

p- M.D. was scared of AVENATTI when he worked at
GBRUS because he did not want to be personally sued. M.D.
respected AVENATTI at first, but over time he no longer trusted
AVENATTI and became concerned that AVENATTI would sue him for
anything. M.D. also expressed concern that AVENATTI might
attempt to retaliate against him if he learned that M.D. was
cooperating with the government’s investigation.

28. On October 22, 2018, I participated in an interview of
B.H., GBUS’s former Director of Operations. B.H. provided the
following information:

a. From early 2014 to early 2016, B.H. worked at
GBUS as its Director of Operations. T.M. recruited B.H. for the
position because they had previously worked together at Cascade.
B.H. met with T.M. and AVENATTI before accepting the position.

b. As Director of Operations, B.H. was responsible
for overseeing the district managers, dealing with store-related
issues, and dealing with IMSA-related issues. The individual
store managers reported to the district managers, and the
district managers reported to B.H. B.H. said 90 percent of

their focus was on reaching the stores’ revenue goals.
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c. B.H. knew AVENATTI as the owner and head of GBUS.
AVENATTI’s role at GBUS was to make major decisions, such as
decisions regarding finances and lease agreements.

d. B.H. was aware that AVENATTI was a lawyer.

B.H.’s legal experience with AVENATTI related to a dispute
between GBUS and Green Mountain. B.H. said that if there was a
legal issue, AVENATTI handled it. B.H. had no knowledge of
AVENATTI’s law firm doing any work for GBUS.

e. B.H. said payroll time was stressful at GBUS
because cash was always tight. B.H. heard rumors around the
office that GBUS was not paying payroll taxes. B.H. thought he
heard these rumors from T.M., M.B., and M.D. when he discussed
the need to pay bonuses to GBUS’s district managers. B.H. said
he did not have first-hand knowledge of GBUS not paying taxes,
but stated that not paying taxes went into the “barrel of bad,”
and believed that AVENATTI would have been aware of such issues.

f. The Tully’s stores at Boeing facilities were a
very important part of business for GBUS. AVENATTI was aware of
this. B.H. dealt with the paperwork for the GBUS stores at
Boeing. B.H. had never heard of the name GB Hospitality, which
was the name AVENATTI used on the Boeing contract in November
2016 (see 9 39.d). The only name B.H. was aware of was GBUS.

g. B.H. spoke with AVENATTI about once or twice a
month, and saw AVENATTI once a month at most. Most of B.H.’'s
conversations with AVENATTI related to the IMSA sponsorship.
B.H. said he never understood why AVENATTI wanted to have GBUS

at IMSA when GBUS already had enough problems. B.H. felt that
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GBUS was losing money on the IMSA sponsorship, and said that
AVENATTI could have been using the money he spent on IMSA on
coffee supply.

h. B.H. said he left GBUS because AVENATTI did not
follow through on the future plans for GBUS. AVENATTI did not
reinvest into the company and the stores were failing. B.H.
sald there was a “steady bleeding” of GBUS and AVENATTI placed
“band aids” on it. The big reason B.H. decided to work for GBUS
was AVENATTI's promise of growing the business, but this never
happened. B.H. assumed T.M. left for similar reasons.

i. GBUS stored its corporate records on a server
hosted by Amazon Web Services (“AWS”).

3. B.H. would call REGNIER to schedule things with
AVENATTT.

29. On October 22, 2018, I participated in an interview
with V.S. V.S. provided the following information:

a. V.S. started working at Tully’s Coffee Inc. in
2003 or 2004. He worked for Tully’s Coffee Inc., TC Global, and
then eventually GBUS. He resigned from GBUS on September 18,
2018. V.S. stopped working for GBUS because his paycheck
bounced.

b. V.S. became the Assistant Controller when GBUS
bought out TC Global. V.S. then became the Controller when M.B.
left GBUS in 2015 or 2016.

c. V.S. knew AVENATTI to be the owner and operator

of GBUS. AVENATTI was the CEC, and T.M. was the CFO.
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d. When he was Assistant Controller, V.S. reported
to M.B. For financial decisions, M.B. reported to T.M., who in
turn reported to AVENATTI. AVENATTI was T.M.’s boss.

e. V.S. said that AVENATTI was not physically
present at GBUS’s corporate office, but was actively involved in
operating the company. T.M. would relay messages to AVENATTI
regarding the day-to-day operations of the company.

f. After T.M. left GBUS, AVENATTI communicated with
M.B. and B.H. regarding GBUS’s day-to-day operations. Once M.B.
left, V.S. reported directly to AVENATTI, who was effectively
the head of the financial department. V.S. communicated with
AVENATTI by email 90 percent of the time and by phone 10 percent
of the time. AVENATTI used his EA LLP email address, rather
than his GRBUS email address.

g. When T.M. left GBUS, he received bonus and
severance pay from GBUS. AVENATTI authorized those payments,
and REGNIER handled the wire transfers. V.S. saw the wires on
the bank account records, but did not have wiring authority for
GBUS’ s bank accounts.

h. V.S. would email AVENATTI cash reports daily.
V.S. said that the accounts payable department wanted bills to
be paid weekly, but there was never enough money to pay all of
the bills.

i. AVENATTI moved money in and out of GBUS bank
accounts on a regular basis. This happened from the beginning

of GBUS'’s operations. V.S. had access to GBUS's bank account
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records. V.S. saw the movement of funds when he would do the
bank account reconciliations for GBUS.

j. V.S. said he reported to AVENATTI because
AVENATTI was the CEO and owner of GBUS. V.S.'s primary
discussions with AVENATTI were about what bills to pay and what
was in the bank account. V.S. said he often could not tell how
much money was in the bank accounts because money moved in and
out frequently.

k. V.S. said he asked AVENATTI for supporting
documents for some bank account activities once or twice.
AVENATTI’s response was that he was the CEO and owner, and that
he makes the final decisions.

1. V.S. described the accounts payable process.
V.S. said that the invoices were entered into the accounting
system. A list of invoices that were due soon was sent to
AVENATTI. AVENATTI would then decide which invoices were to be
paid and which invoices were to have their payments held off.
AVENATTI would tell S.F. to cut a check for the invoice payments
he approved. For the invoices AVENATTI did not approve, V.S.
would wait another week and then bring the invoices up to
AVENATTI again. If payment of the outstanding invoices became
more imperative, V.S. would bring the issue to AVENATTI's
attention more quickly. V.S. said he knew what invoices needed
to be paid, but still needed AVENATTI’s approval to pay the
invoices.

m. Ceridian handled the payroll for GBUS. Ceridian

was also responsible for paying the payroll tax withholdings on
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behalf of GBUS. 1In approximately 2015 or 2016, however, GBUS
had Ceridian stop paying the payroll tax withholdings. V.S. did
not know why this change occurred.

n. V.S. said that GBUS did not pay the payroll tax
withholdings. Ceridian would calculate the payroll
withholdings, and M.E. would book the accounting entry in
Microsoft Dynamics Nav, GBUS’s accounting software. M.E. would
email AVENATTI, with a copy to V.S., the amount needed to pay
the payroll tax withholdings. AVENATTI would respond by saying
that he would take care of it. V.S. said that AVENATTI knew
that the payroll tax withholdings were not being paid to the IRS
before RO 1 first showed up to GBRU3S’'s corporate office in
October 2016. V.S. said AVENATTI made the decision not to pay
the payroll tax withholdings and no one else at GBUS could have
made that decision.

0. V.S. said that the State of Washington also
contacted GBUS and AVENATTI regarding GBUS’s failure to pay
state tax withholdings.

pP- IRS notices and levies were received at GBUS’s
corporate office, and then emailed to AVENATTI. V.S. said that
AVENATTI did not respond to the IRS notices or the levies.
Initially, the IRS notices and levies GBUS received were sent to
AVENATTI only, but later the IRS notices and levies were sent to
AVENATTI and REGNIER.

g. V.S. said that AVENATTI knew what was levied

because the bank made notations of what money was levied on the
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bank account statements.2?0 V.S. also emailed AVENATTI daily cash
reports that included the levy notations.

r. After GBUS’s bank account at KeyBank was levied,
AVENATTI told M.G. to hold cash deposits at the stores. The
cash deposits were collected, brought to the office to be
counted, and then deposited to a different bank account with a
different account name. M.G. would forward a copy of the
deposit slips to AVENATTI. This made V.S. feel uncomfortable
because he thought it was being done to avoid the levies. V.S.
discussed this with M.G., who eventually stopped collecting and
depositing cash for GBUS.

S. V.S. had never heard of GB Hospitality except
seeing 1t on the November 2016 contract with Boeing. V.S. had
been given a copy of the contract. There were not separate
books and records for GB Hospitality, and V.S. did not think GB
Hospitality was registered. The revenue from the Boeing stores
was transferred into a GBUS account, and not to a GB Hospitality
account.

t. GBUS had to make quarterly commission payments to
Boeing. V.S. said that some of the commission payments were
late. M.G. told V.S. that AVENATTI justified the late payment
by saying that the wire transfer had been lost, but V.S. did not
see a wire out of the GBUS accounts’ payable account that
corresponded to when AVENATTI had said the wire to Boeing had

been lost.

20 T have reviewed bank records for GBUS’s bank accounts at
CB&T and KeyBank, and confirmed that the monthly account
statements referenced the IRS levies.
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u. V.S. was aware that there were different company
names for Global Baristas on contracts, but V.3. did not want to
question AVENATTI about the different company names. One of the
reasons V.S. thought there were different company names listed
for Global Baristas on contracts was to avoid liens and levies.

v. In September or early-October 2017, GBUS changed
its merchant IDs for its merchant accounts with TSYS. The
change was made at AVENATTI’s direction. AVENATTI wanted to
make the change fast, and dealt directly with a representative
from TSYS (“"TSYS Rep. 1”) to make the change.

W. V.S. reviewed an October 2, 2017, email from TSYS
Rep. 1 to V.S. in which TSYS Rep. 1 wrote the following:

Michael Avenatti called me on Friday. The accounts

should be under Global Baristas LLC, not Global

Baristas “US” LLC. We have to make changes as the IRS

with [sic] withholding funds. Michael has asked that

I rush this as much as possible.
After reviewing this email, V.S. said that AVENATTI had
instructed V.S. to give him TSYS Rep. 1’s contact number. V.S.
also said that AVENATTI knew the purpose of the change was to
avoid the IRS liens and levies. V.S. said that changing the
merchant IDs was a big deal because every store had to be
changed. The new merchant IDs was also associated with a
different bank account.

X. V.S. said that TSYS later dropped GBUS as a
client, at which point GBUS changed its merchant accounts from
TSYS to Chase. V.S. reviewed the Chase merchant account

application, which listed Doppio Inc. as the parent company of

GB LLC. V.S. did not know the purpose of Doppio, did not
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believe Doppic owned GBUS, and said that GBUS had never done any
work for Doppio.

Y. V.S. knew that AVENATTI was a lawyer and owned EA
LLP. V.S. never saw AVENATTI as the General Counsel of GBUS.
He only heard from reports in the media that AVENATTI was the
General Counsel for GBUS.Z2!

Z. AVENATTI's salary at GBUS was approximately
$250,000 a year, and it was the highest salary at GBUS.
AVENATTI was paid this salary as the CEC of GBUS. AVENATTI was
not paid as a lawyer. The money that AVENATTI was transferring
in and out of GBUS’s bank account was not compensation to
AVENATTI or his law firm. Some money went to EA LLP, but GBUS
never received an invoice from EA LLP. V.S. believed that there
was more outflow than inflow of cash from EA LLP into GBUS’s
bank account.

aa. V.S. remembered a $100,000 wire being sent to EA
LLP in March 2017. V.S. said that REGNIER sent the wire from
GBUS’ s bank account to EA LLP. Based on my review of EA LLP's
bank account records, I know that AVENATTI used the proceeds of
this $100,000 wire transfer to pay EA LLP's lawyers in
connection with the EA LLP bankruptcy.

bb. V.S said that the last Tully’s stores closed in
March 2018. After that, there was no work to be done. V.S. was

waiting to find out what the next plan of action would be for

21 After the Clifford lawsuilt was filed, a number of press
articles regarding AVENATTI and GBUS appeared. In some of these
articles, AVENATTI or a GBUS spokesperson were quoted as saying
that AVENATTI no longer owned GBUS and was only acting as its
General Counsel.
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GBUS, but never heard from GBUS. M.E. emailed AVENATTI to ask
him to lay off the remaining GBUS employees after the last
Tully’s stores closed, but never heard back from AVENATTI. As a
result, M.E. kept the remaining employees on payroll. GBUS’s
payroll continued to be funded until September 2018, at which
point V.S. and the remaining employees’ checks bounced.

cc. GBUS’s accounting records were stored in the
cloud. In April or May 2017, V.S. asked A.G. to back up GBUS's
accounting data from the cloud because 2nd Watch (the company
that managed GBUS’s cloud-based server from AWS) was
discontinuing GRUS’s services.

30. On September 25, 2018, I participated in an interview
with M.E., GBUS’s former Human Resources Director. M.E.
provided the following information:

a. M.E. started working for Tully’s (i.e., TC
Global) in 2009 as a temporary employee. M.E. became the human
resources coordinator in 2010 and the payroll coordinator at the
end of 2013. M.E. was promoted to Human Resources Director in
April 2016 after M.D. left GBUS. M.E. resigned from GBUS in
September 2018 after her payroll paycheck bounced.

b. AVENATTI was the owner and manager of GBUS. At
one point, AVENATTI said he was the Chairman and CEO. AVENATTI
received payroll paychecks in his capacity as the CEO of GBUS.
AVENATTI made $250,000 per year as the CEO and Chairman of GBUS.

C. AVENATTI was the final decision maker for GBUS.

M.E. would copy REGNIER on emails to AVENATTI to make sure that
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AVENATTI saw the emails. M.E. emailed payroll figures to
AVENATTI every other week.

d. M.E. said that S8.F. and V.S. would send AVENATTI
emails regarding accounts payable, and AVENATTI would tell them
what they could or could not pay.

e. M.E. never heard AVENATTI refer to himself as the
General Counsel of GBUS. M.E. never dealt with AVENATTI as the
company’s lawyer. M.E. said that GBUS was AVENATTI's company
and that AVENATTI happened to be a lawyer. M.E. read in the
newspaper that AVENATTI said he was the General Counsel of GBUS,
but not the owner. When M.E. read that statement, she laughed
in disbelief. No one at GBUS knew or was aware of AVENATTI
being GBUS’s General Counsel.

£. M.E. once dealt with AVENATTI on a tricky
personnel issue. M.E., however, said that if AVENATTI had not
been a lawyer she would have still brought the issue to him in
his capacity as CEO. M.E. also believed that AVENATTI may have
given legal advice regarding employee issues, employee policies,
and the employee guidebook for GBUS. M.E. was not aware of
AVENATTI handling any other legal issues for GBUS.

g. M.E. knew that GBUS had not been paying its
payroll taxes to the IRS. M.E. said that AVENATTI did not pay
the payroll withholdings, but still withheld taxes from the
employees’ payroll checks.

h. M.D. told M.E. that Ceridian stopped paying the
payroll withholdings because GBUS did not have the funds to pay

the withholdings. M.E. thought that M.D. was preparing the
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federal payroll tax returns, but not filing them. M.E. said
that M.D. believed that payroll tax returns could not be filed
without paying the tax liabilities.

i. M.E. found out later that GBUS’s federal payroll
tax returns for the third-quarter of 2015 and subsequent
gquarters had not been filed with the IRS. AVENATTI asked M.E.
to sign and file the IRS Forms 940 and IRS Forms 941 for 2015
and 2016. M.E. did not feel comfortable doing so and thought
there might be negative implications for her, but signed the
returns because she did not think she was responsible for them.
M.E. sent AVENATTI the returns at the same time as she filed
them with the IRS. There were no payments made with the
returns. M.E. informed the accounting team, V.S. and S.F., of
the amounts of payroll taxes owed.

J. M.E. learned from M.D. and V.S. that M.B. sent
AVENATTI an email explaining to him the consequences of GBUS not
paying its payroll taxes.

k. M.E. spoke with REGNIER twice on the phone in
2017 when she filed GBUS’s IRS Forms 940 and IRS Forms 941s with
the IRS. M.E. said that REGNIER knew how to file the forms
online, but REGNIER wanted to mail the forms instead. AVENATTI
instructed M.E. to sign the forms.

1. M.E. was interviewed by RO 1 in November 2017.
M.E. spoke to AVENATTI a few days later, and told AVENATTI
everything that she had told RO 1. When M.E. told AVENATTI that
she had told RO 1 that AVENATTI instructed her not to file the

tax returns, AVENATTI was shocked. M.E. then reminded AVENATTI
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that he had sent her an email telling her not to file the tax
returns.

m. M.G. told M.E. that the merchant accounts had
changed, but M.G. did not understand why the change had been
made.

n. V.S. told M.E. that AVENATTI had instructed him
to change the bank account for GBUS.

0. M.E. took part in collecting cash deposits from
the Tully’s stores. M.E. would help M.G. count the cash that
had been collected. Store managers were told to hold all the
cash from the stores, and then the GRUS's district managers were
supposed to collect the cash. This occurred in late 2017 or
early 2018 when the Tully’s stores were being closed down. M.G.
told M.E. that the directive to hold the cash deposits came from
AVENATTI. M.E. also said that the IRS liens were common
knowledge throughout GBUS when the stores were holding the cash
deposits.

pP. When the last Tully’s stores closed in
approximately March 2018, M.E. emailed AVENATTI to ask him what
the next step was. AVENATTI did not respond. M.E. did not
underétand why employees were still being paid until September
2018 or why GBUS was still operating after the stores closed.
M.E. wasn’t doing much for GBUS during this time period other
than processing unemployment claims and payroll. M.E. was on
“autopilot” and was just processing the payroll every week.

This continued until September 2018, when her last paycheck from
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GBUS bounced. M.E. did not know how AVENATTI was paying for
payroll after the stores closed.
31. On September 26, 2018, I participated in an interview

of M.G., GBUS’s former Director of Retail Operations. M.G.
provided the following information:

a. M.G. started working at Tully’s as a barista in
2004 and became a store manager in 2005. 1In approximately 2012,
M.G. became a District Manager and was responsible for the
Tully’s stores at Boeing facilities. 1In March 2016, M.G. became
the Director of Retail Operations. M.G. resigned her position
at GBUS in April 2018, after the last of the Tully’'s stores
closed. M.G.’s sister, S.F., also worked for GBUS.

b. AVENATTI was the owner, CEO, and Chairman of
GBUS. As the Director of Retail Operations, M.G. reported to
AVENATTI.

C. M.G. never heard AVENATTI referred to as the
General Counsel for GBUS, and did not consider AVENATTI to be
GBUS’ s General Counsel. M.G.’s interactions with AVENATTI
involved standard business decisions, and were not legal
discussions. M.G. was also unaware of AVENATTI'’s law firm being
hired to represent GBUS. M.G. said that she asked AVENATTI for
legal advice regarding eviction notices, legal documents, and
the firing of a store manager on one occasion. She discussed
these issues with AVENATTI because he was the owner of the
company, not because she considered him to be GBUS’s General

Counsel.
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d. GBUS was the operating company for the Tully's
stores, and GB LLC was GBUS’s parent company.

e. Ceridian handled the payroll for GBUS. M.E. told
M.G. that Ceridian also handled the payment of payroll taxes
until there was not enough money in GBUS’s accounts to make the
tax payments. At that point, GBUS was responsible for paying
its payroll taxes itself.

f. M.G. had heard that GBUS was not paying its
payroll taxes. M.G. believes that B.H. told her that GBUS's
payroll taxes were not being paid. M.G. also saw an email from
M.B. that warned AVENATTI about the consequences of not paying
taxes. M.G. believes that B.H. was copied on this email and
that she saw it because she had access to B.H.’s emails after he
left GBUS in 2016.

g. In connection with discussions to renew a lease
for GBUS’'s training facility in 2016, M.G. forwarded an emall to
AVENATTI about an IRS lien relating to unpaid taxes. M.G. told
AVENATTI that these things needed to be addressed to move
forward. AVENATTI asked her how she learned about the lien,
told her that it had nothing to do with GBUS’s revenues, and
said it was not her concern.

h. M.G. spoke with M.E. and V.S. about AVENATTI not
paying the payroll taxes and withholdings. M.G. felt that
AVENATTI'’s actions were guestionable, and that she needed to
make sure she would not be held personally responsible. M.G.
was worried that it would be her word against AVENATTI's word,

so she backed up her work files on her personal laptop in case
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she needed them for proof down the road. As noted in paragraph
79 below, I understand that these records are contained on
SUBJECT DEVICE 3.

i. Around September 2017, either AVENATTI or REGNIER
told M.G. that the Tully’s stores could no longer make deposits
into GBUS’s KeyBank account because there was a lien on the
account and the money would be gone. M.G. was instructed to
tell the Tully’s stores to hold all of their cash deposits.
AVENATTI later instructed M.G. to deposit the cash from Tully'’s
stores into GB Auto’s account at BofA. M.G. said that AVENATTI
texted her GB Auto’s bank account information and instructed her
to text him a picture of the deposit slip whenever she made a
cash deposit.

3. On or about September 7, 2017, M.G. sent AVENATTI
a text message with a picture of the deposit slip for the first
deposit she made to the GB Auto account. M.G. continued to send
AVENATTI a picture of the deposit slip whenever she made a cash
deposit into the GB Auto account. M.G. would give the physical
copy of the deposit slip to V.S. M.G. said that the last
deposit was made in December 2017, at which point she told
AVENATTI that she was not going‘to make any more cash deposits
into the GB Auto account. After this, the Tully’s stores began
depositing cash into a KeyBank account again.

k. M.G. was shown a spreadsheet detailing
approximately 27 cash deposits made into GB Auto BofA Account

7412 between September 2017 and December 2017, totaling
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approximately $882,884. M.G. confirmed that these were the cash
deposits she made at AVENATTI’s direction.

1. M.G. said that she was aware of the IRS liens and
GBUS’ s non-payment of payroll taxes and withholdings when she
made the first cash deposit into GB Auto BofA Account 7412.

m. M.G. was asked about the change in the merchant
accounts for the Tully’s stores. M.G. said that GBUS’s merchant
accounts were initially with TSYS. When TSYS eventually
terminated its agreement with GRUS, GBUS switched its merchant
accounts to Chase. M.G. understood that the change in the
merchant IDs for the TSYS merchant account was made at
AVENATTI's direction. M.G. said nobody at GBUS other than
AVENATTI could make that type of decision. V.S. told M.G. that
the change in the merchant IDs for the TSYS account was done
because of the liens on the account.

n. M.G. was responsible for overseeing the Tully’'s
stores at Boeing facilities. The Boeing stores were GBUS’s most
profitable stores.

o. M.G. was shown a redlined draft of the November
2016 contract with Boeing in which the name of the contracting
party had been changed from GBUS to GB Hospitality. M.G. said
that AVENATTI handled the Boeing contract. When M.G. asked
AVENATTI about this change, he told her not to worry about it.
M.G. and V.S. looked to see if GB Hospitality was a Global
Baristas subsidiary, but couldn’t find a record of it anywhere.
The Boeing contract was only time M.G. ever saw the name GB

Hospitality.
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P. The Boeing contact was cancelled in September
2017. M.G. understood that the contract was cancelled because
GBUS had not paid Boeing the commissions GBUS owed. In
connection with the cancellation of the contract, GBUS agreed to
sell certain equipment to Boeing as payment for the unpaid
commissions GBUS owed Boeing. Separately, GBUS agreed to sell
two coffee kiosks to Boeing. M.G. was shown redline drafts of
the two bills of sale for these transactions, in which the name
GB Hospitality had been replaced with GB LLC. M.G. did not know
who made that change. M.G. had received copies of the two bills
of sale from Boeing and shared them with V.S.

ag. GBUS was evicted from its corporate headquarters
in Seattle, Washington, in November 2017. All of GBUS’s
business records stayed at the corporate office when GBUS was
evicted. AVENATTI said he would deal with getting the business
records back.??

r. M.G. told AVENATTI about the summons she received
from RO 1 in November 2017 and sent him a copy of the summons.
AVENATTI called M.G. and asked her if she went to the hearing to
which she had been summonsed, what documents she brought to the
hearing, and what was said in the hearing. When M.G. told
AVENATTI she brought documents regarding the change in GBUS’s

bank accounts, AVENATTI was 1livid. AVENATTI told her that she

22 Based on my discussions with representatives from Unico,
which served as the property manager for GBUS’s corporate
offices, I learned that GBUS’s property, including any remaining
business records, were abandoned and either sold at auction or
destroyed.
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should not have given the records to RO 1, and should have
instead sent them to AVENATTI.

S. As of January 2018, it was getting more difficult
to get answers from AVENATTI. M.G. began copying REGNIER on
emails because AVENATTI waslpassing GBUS matters on to REGNIER.

t. M.G. was aware that in March 2018 AVENATTI made
statements to the press indicating that he was not the owner of
GBUS. M.G.’s understanding was that AVENATTI had always been
GBUS’s owner and believed these statements to be false. On
March 8, 2018, M.G. sent AVENATTI a text message confronting
him. M.G. asked AVENATTI if he was not the owner of GBUS, then
who should she go to for GBUS business decisions. AVENATTI
responded that everything still went through him and that M.G.
should discuss all matters with him.

u. Sometime after the Tully’s stores closed in March
2018, AVENATTI called M.G. and yelled at her because a store
manager had released confidential information to the press.
AVENATTI told M.G., “I will fucking destroy him.” AVENATTI also
salid that if he was willing to sue the President then he was
willing to sue an employee. After that conversation, M.G. felt
that AVENATTI was no longer responsive to GBUS employees.

V. During her interview, M.G. consented to have the
IRS retrieve text messages between her and five specific
contacts that were stored on her personal cell phone, including
all text messages between her and AVENATTI. IRS SA John Medunic
captured images of the text messages, returned the phone to

M.G., and then mailed a copy of the images to the Privilege
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Review Team AUSA assigned to this investigation. I understand
that a privilege review of the text messages is ongoing.

32. On or about September 25, 2018, I participated in an
interview of S.F., GBUS’s former Accounts Manager. S.F.
provided the following information:

a. S.F started working for Tully’s in 2008, but
eventually resigned due to health reasons. In December 2013,
S.F. returned to work for GBUS as an assistant store manager.
In October 2015, S.F. became the office manager at GBUS’s
corporate headgquarters. In September 2016, she was promoted to
Accounts Manager and Franchise License Business Manager. S.F.
resigned in September 2018, after her last paycheck bounced.
S.F.”"s sister, M.G., also worked at GBUS.

b. S.F."s role as Accounts Ménager was to enter
vendor invoices into GBUS’s accounts payable system. Most
invoices for GBUS went through S.F. S.F. had little involvement
with account receivables.

c. S.F. understood that AVENATTI was the CEO and
owner of GBUS. AVENATTI operated GBUS from EA LLP's office in
Newport Beach, California. S.F. used AVENATTI’s EA LLP email
address to communicate with him. S.F. only met AVENATTI once
and did not speak to him frequently.

d. S.F. never saw AVENATTI act as the General
Counsel for GBUS. S.F. also did not prepare any payments to
AVENATTI’s law firm. The first time S.F. heard AVENATTI
referred to as General Counsel was in connection with statements

AVENATTI made to the press in 2018.
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e. M.G. told S.F. that GBUS was not paying its
payroll taxes. S.F. recalled seeing a detailed email to
AVENATTI explaining the consequences of GBUS not paying its
payroll taxes.

f. S.F. recalled RO 1 wvisiting GBUS’s corporate
offices in the fall of 2017. RO 1 gave S.F. a letter during his
visit. S.F. remembered that the letter referenced a possible
criminal prosecution. S.F. said that she either scanned the
letter and emailed it to AVENATTI or typed out its contents in
an email to AVENATTI. S.F. spoke to AVENATTI later that day.
AVENATTI seemed rattled and concerned. AVENATTI asked what RO 1
wanted, what RO 1 had asked, whét S.F. told RO 1, and whether RO
1 came with other people. At the end of the conversation,
AVENATTI thanked her for letting him know about the visit, and
asked her to keep the situation between the two of them.

g. S.F. was aware of the IRS levies on the GBUS bank
accounts because she had access to GBUS bank account
information. S.F. said that the State of Washington had also
placed levies on GBUS’s bank accounts at one point.

h. REGNIER worked at EA LLP, and was AVENATTI's
paralegal and assistant. S.F. said the best way to get a hold
of AVENATTI was through REGNIER.

i. When GBUS received IRS notices, S.F. scanned and
emailed the notices to AVENATTI and REGNIER. |

3. S.F. was aware that AVENATTI told M.G. to collect
the cash deposits from the Tully’s stores and deposit the cash

into a bank account held in the name of GB Auto.
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k. S.F. was aware that GBUS had changed its merchant
accounts with TSYS. The company associated with the TSYS
merchant accounts was changed from GBUS to GB LLC. S.F. assumed
this was done to avoid liens. Later, GBUS switched its merchant
accounts from TSYS to Chase.

1. S.F. heard from V.S. that AVENATTI was
withdrawing money from GBUS’s bank account.

m. In November 2017, GBUS was evicted from its
corporate offices in Seattle, Washington. The locks were

changed and GBUS did not have an opportunity to move out of the

office.

n. GBUS used Microsoft Dynamics NAV for its
accounting software. The information was stored in an AWS
cloud-based server through a company called 2nd Watch. In

approximately May 2018, GBUS lost access to its cloud-based
server.

33. On November 14, 2018, T participated in an interview
of B.C., who previously worked in GBUS’s accounting department.
B.C. provided the following information:

a. B.C. started working for TC Global/Tully’s in
2011 or 2012 as a contractor setting up its point-of-sales
(“POS”) system. After GBUS took over Tully’s stores, T.M. asked
B.C. to come back and help with other projects. B.C. worked
part-time (20 to 25 hours a week) for GBUS until September 2018
when her final paycheck bounced. B.C. primarily worked remotely

from her home.
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b. B.C.’s primary role at GBUS was to pull reports
for month end sales and book them into the correct accounting
entries. B.C. pulled credit-card-sales data, tax-sales data,
and reports from the POS system, then inputted this data into
the general ledger. At the end of the month, she reconciled
cash to sales figures. B.C. reported to M.B. until M.B.
resigned. After M.B. resigned, she reported to V.S.

C. AVENATTI was GBUS’s CEO. AVENATTI appointed T.M.
as the CFO and COO. M.B. was GBUS’s Controller. B.C.
understood from M.B. that AVENATTI was very involved in the
financial aspects of GBUS, and approved payments and contracts
for GBUS.

d. B.C. did not consider AVENATTI to be GBUS’s
lawyer.

e. B.C. had seen AVENATTI before, but had never been
introduced to him. She never had a direct conversation with
him. Although she had been copied on emails to or from
AVENATTI, she never had direct email communications with
AVENATTI.

f. GBUS changed the location of its bank accounts
from HomeStreet to CB&T. Cash deposits were made at KeyBank
while GBUS was banking with CB&T. B.C. did not have direct
access to bank reports from CB&T, and would instead receive the
reports from M.B. or V.S. B.C. had access to the KeyBank
account, and would pull reports from the KeyBank account to do

the cash reconciliation.
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g. GBUS used Ceridian for payroll services.

Ceridian used to handle the payroll taxes for GBUS, but later
GBUS handled the payroll taxes on its own.

h. B.C. knew that GRBUS was not paying its payroll
taxes. B.C. knew there were levies on all of the GBUS bank
accounts because she reconciled the bank accounts. V.S. told
B.C. what the levies were for, but did not go into great detail.
V.S. told B.C. that GBUS owed the IRS millions of dollars, that
AVENATTI was aware of this, and that AVENATTI had decided not to
pay the IRS.

i. B.C. said that anything and everything was sent
to AVENATTI. AVENATTI made all of the decisions for GBUS and no
other employees had authority to make decisions. AVENATTI
approved all account payable checks, and all GBUS checks had
AVENATTI’s signature.

J. In 2015, GBUS switched its merchant accounts from
Heartland to TSYS. TSYS Rep. 1 was GBUS’s sales representative
at TSYS.

k. B.C. was asked about an email TSYS Rep. 1 sent
her on October 2, 2017 in which TSYS Rep. 1 said:

Michael Avenatti called me on Friday. The accounts
should be under Global Baristas LLC, not Global
Baristas “US” LLC. We have to make changes as the IRS
with [sic] withholding funds.
B.C. explained that if the merchant IDs were changed, then the
credit card terminals at each Tully’s store would need to be
reprogrammed. B.C. did not understand why AVENATTI would want

to make this change. TSYS Rep. 1 told B.C. that AVENATTI had
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claimed that the merchant IDs were supposed to be under GB LLC's
name and EIN, rather than GBUS’s name and EIN. AVENATTI had
called TSYS Rep. 1 and authorized the name change. B.C.
believed this change was made to alter the banking deposits and
évoid the IRS levies, which were occurring at the same time.

1. TSYS Rep. 1 provided B.C. with the paperwork to
£fi1l out for the changes to the merchant accounts. B.C.
partially filed out the paperwork and then sent it to REGNIER.
B.C. was not comfortable filing out the paperwork because the
change was clearly being made to avoid the levies. She believed
that she expressed this concern to V.S. and TSYS Rep. 1 over the
phone.

m. In November 2017, TSYS Rep. 1 called B.C. and
told her that TSYS was dropping GBUS as a client. TSYS Rep. 1
initially offered to help B.C. identify another credit card
processing company, but was later advised not to communicate
with her further. B.C. believes that TSYS dropped GBUS as a
client because of the merchant account changes to avoid the IRS
levies.

n. B.C. learned from emails between AVENATTI and
M.G. that the Tully’'s stores had been instructed to hold cash
for deposit, and then email the cash deposit amounts. B.C. was
on the email chain because she had to enter the cash deposits in
the general ledger. The cash deposits were made into a BofA
account instead of the KeyBank account and then transferred to a

CB&T account.
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0. B.C. believed the cash deposits were timed.
AVENATTI instructed when to make the cash deposit, when to
transfer the funds, and when to sweep the account. B.C. said
that these actions were designed to avoid the levies.

P- AVENATTI took money from the KeyBank account
randomly. M.B. instructed B.C. on how to record the money
AVENATTI was transferring in and out of GBUS’s bank account in
GBUS’ s accounting records.

g. GBUS used Microsoft Dynamics NAV for its
accounting records. The accounting data was stored and backed
up on an AWS cloud-based server. Eventually, GBUS’s AWS cloud
account was shut down because of non-payment.

34. On November 13, 2018, I participated in an interview
with A.H., who previously worked in GBUS’s accounting
department. A.H. provided the following information:

a. A.H. worked in the accounting department at GBUS
from approximately April 2014 to October 2016. A.H. did basic
accounting work involving accounts payable and accounts
receivable.

b. A.H. reported to M.B. and worked with V.S. on a
daily basis. After M.B. left GBUS, A.H. reported to V.S. A.H.
participated in weekly conference calls with AVENATTI, M.G., and
V.S.

c. A.H. was aware from discussions she had or
overheard in the office that GBUS was not paying its payroll
taxes. M.B. told her she was leaving GBUS because AVENATTI was

not paying GBUS’s payroll taxes.
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d. A.H. recalled telling AVENATTI that GBUS had
received another IRS letter. GBUS employees would ask AVENATTI
to get on a payment plan with the IRS, but AVENATTI would say
no. AVENATTI would say that he was negotiating with the IRS and
taking care of it.

e. A.H. dealt with vendors who were waiting for
payments. GBUS was frequently late paying its vendors. A.H.
said that AVENATTI was well aware of what was owed to vendors,
as well as what waé owed to the IRS.

f. A.H. recalls telling AVENATTI that A.H. could not
pay vendors because AVENATTI had pulled money out of the GBUS
bank account. AVENATTI responded by saying it was his money.
AVENATTI always made it clear that he was the boss and it was
his company. GBUS could not pay bills without AVENATTI's
approval, and he approved all vendor payments.

g. A.H. said that AVENATTI never wanted anything in
writing. AVENATTI would not respond by email, but would instead
either call or email back saying “call me.”

35. On October 25, 2018, I participated in an interview
with A.G., GBUS’s former Information Technology (“IT”) Manager.
A.G. provided the following information:

a. A.G. started working for Tully’s (TC Global)
before GBUS took over operations. A.G. was a System Engineer
and then took over as IT Manager. He stopped working for GBUS

when his last paycheck bounced in September 2018.
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b. A.G. understood AVENATTI to be the owner and CEO
of GBUS. A.G. never heard of AVENATTI being GBUS’s General
Counsel and never had any legal discussions with him.

C. A.G. said that AVENATTI approved the expenses at
GBUS.

d. A.G. heard that GBUS changed its bank accounts to
avoid IRS levies. A.G. also heard that GBUS owed a lot of taxes
and was getting IRS notices.

e. A.G. knew that M.G. picked up cash deposit bags
from the Tully’s stores and counted the cash at the corporate
office. M.G. eventually told AVENATTI that she did not want to
do that anymore.

£. In April or May 2018, AVENATTI told A.G. that, if
A.G. was ever approached by the IRS, A.G. should contact
AVENATTI first.

g. AVENATTI had a GBUS email address, but instead
used his law firm email account for GBUS business.

h. GBUS’ s corporate computer system was setup on a
hybrid environment through a managed cloud service called 2nd
Watch.23 2nd Watch managed GBUS’s desktop operating system and
server. GBUS’s desktop operating system used a cloud computing
service called Microsoft Azure that included programs like

Microsoft Office Online 365. GBUS used a cloud-based server

23 Based on documents received from 2nd Watch and a
preliminary review of GBUS bank records, it appears that GBUS
paid 2nd Watch on a monthly basis throughout the life of the
contract. The contract with 2nd Watch was, however, entered
into by “Tully’s Coffee.”
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called Amazon Elastic Compute Cloud (Amazon EC2) that stored its
data in the AWS cloud.

i. A.G. showed the interviewers an email he sent to
AVENATTI on April 5, 2018. 1In the email, A.G. told AVENATTI
that 2nd Watch had turned off GBUS’s server access to AWS and
that GBUS was without functioning email. A.G. had begged
AVENATTI to keep paying 2nd Watch for the cloud services.
AVENATTI initially paid for the services, but he later stopped.

3. J.S., an IT contractor, made a backup of GBUS's
data and emails from the AWS cloud-based server before 2nd Watch
turned off access to the servers. Based on my discussions with
A.G., I understand that this data is contained on SUBJECT DEVICE
5, SUBJECT DEVICE 6, and SUBJECT DEVICE 7. (See supra 9 81-
82.)

4. Information Regarding TSYS Merchant Solﬁtions

36. IRS-CI’s investigation has revealed that AVENATTI
attempted to evade the collection of payroll taxes and obstruct
the IRS collection case by directing TSYS to change the business
name, EIN, and bank account information for GBUS’s merchant
accounts.

37. On November 6, 2018, I participated in an interview
with TSYS Rep. 1. Based on my review of documents obtained from
TSYS and the interview with TSYS Rep. 1, I have learned, among
other things, the following information:

a. On or about June 29, 2015, GBUS entered into a
Merchant Transaction Processing Agreement with TSYS. The

merchant name on the agreement was GBUS, and the agreement was
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signed by M.B. The sponsoring bank under the TSYS agreement was
FNB Omaha.?*

b. On or about July 10, 2015, AVENATTI signed an ACH
Agreement with TSYS and provided a blank check for GBUS’s CB&T
operating account ending in 2240 (“GBUS CB&T Account 22407).
GBUS CB&T Account 2240 began receiving deposits from TSYé via
FNB Omaha in or around July 2015.

c. On or about August 16, 2017, the IRS issued a
levy for GBUS’s merchant accounts with FNB Omaha. FNB Omaha
began withholding funds from GBUS’s account by no later than
September 25, 2017.

d. On Friday, September 29, 2017, AVENATTI called
TSYS Rep. 1. This was the first time TSYS Rep. 1 had ever
spoken to AVENATTI, as he primarily dealt with M.B. or B.C.

TSYS Rep. 1 believes he spoke with AVENATTI multiple times that
day. During these calls, AVENATTI told TSYS Rep. 1 that TSYS
was holding GBUS’'s money, and that he did not know what was
going on. TSYS Rep. 1 told AVENATTI that there were no normal
holds on the GBUS account. After AVENATTI mentioned the IRS,
TSYS Rep. 1 suggested that it could be the result of an IRS
“1099 hold.” B.V. explained that a “1099 hold” related to a new

IRS reporting requirement and occurred when there were issues

24 TSYS Rep. 1 explained that the sponsoring bank must be a
registered financial institution and is responsible to Visa and
Master Card. TSYS processed the credit card transaction data.
The funds would be paid to FNB Omaha, and then transferred from
FNB Omaha to the GBUS’s bank account, after the fees were paid
to TSYS.
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with the company’s name or EIN.25 AVENATTI told TSYS Rep. 1 that
TSYS had made a mistake and placed the accounts under the wrong
company name. AVENATTI said that the merchant accounts should
have been under GB LLC, not GBUS. AVENATTI told TSYS Rep. 1
that TSYS needed to get this changed. AVENATTI never disclosed
to TSYS Rep. 1 that there was an IRS tax lien on GBUS, that the
IRS had issued levies on GRBUS’s bank accounts, or that GBUS had
outstanding payroll tax obligations. Rather, AVENATTI suggested
to TSYS Rep. 1 that he had no idea why TSYS was holding its
funds.

e. TSYS Rep. 1 and AVENATTI also exchanged multiple
emails on September 29, 2017. TSYS Rep. 1 asked AVENATTI to
confirm the “correct tax ID” and provide him with “the exact
legal name as filed with the IRS.” AVENATTI responded by
providing TSYS Rep. 1 with GB LLC’s name and federal tax ID
number (EIN). TSYS Rep. 1 then emailed AVENATTI a list of items
that would be “needed to perform the change of ownership.” TSYS
Rep. 1 said that the “change in ownership will create new
merchant accounts under the correct business info.” At
AVENATTI’s direction, V.S. also emailed TSYS Rep. 1 a
spreadsheet detailing the GBUS funds that were being held by
TSYS and FNB Omaha.

f. On October 2, 2017, TSYS Rep. 1 emailed B.C. and
V.S. to obtain information he needed to change the merchant

accounts, which would be a complicated process. When B.C. asked

25 A call-log received from TSYS shows that on September
29, 2017, TSYS Rep. 1 called TSYS’s client services department
to check if there was a 1099 hold on GBUS’s account.
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TSYS Rep. 1 what he had been asked to do, TSYS Rep. 1 responded
as follows:
Michael Avenatti called me on Friday. The accounts
should be under Global Baristas LLC, not Global
Baristas “US” LLC. We have to make changes as the IRS
with [sic] withholding funds. Michael has asked that
I rush this as much as possible.

g. On October 2, 2017, TSYS Rep. 1 emailed AVENATTI
and V.S. to request the banking information for each Tully’s
store, as well as bank letters for each account. AVENATTI
responded that the “accounts will likely change.” 1In a
subsequent email that day, AVENATTI told TSYS Rep. 1 that “[w]e
want toc do it the same way we have done it in the past. The
account number and ownership merely changes.”

h. Later on October 2, 2017, TSYS Rep. 1 emailed
AVENATTI and told him there “appears to be a bank levy directed
by [sic] our Sponsor Bank - First National Bank of Omaha.” TSYS
Rep. 1 explained to AVENATTI that TSYS does not “get any details
on the levy” and provided AVENATTI with the contact information
for FNB Omaha. TSYS Rep. 1 also asked AVENATTI to “[l]let me
know what you find out and if there are any possible
implications when we set up the new accounts with the correct
TAX IDs.” During his interview, TSYS Rep. 1 said that he
believes that he learned of the levy on October 2, 2017. TSYS
Rep. 1, however, noted that he did not have any or all of the
information from FNB Omaha, and AVENATTI was telling TSYS that
TSYS had made a mistake when it set up the merchant accounts.

i. On October 3, 2017, TSYS Rep. 1 emailed AVENATTI

and V.S. and asked them to send him the bank letters and the

84



Case 8:19-mj-00241-DUTY Document 1 Filed 03/22/19 Page 120 of 198 Page ID #:120

Case 8:19-mj-00103-DUTY *SEALED* Document 4-1 *SEALED* Filed 02/22/19 Page 107 of
184 Page ID #:341 ‘

signed agreement. TSYS Rep. 1 also asked AVENATTI again to “let
me know if you found out anything yesterday with First National
Bank of Omaha and any possible implications or things needed on
my end.” This was the second time TSYS Rep. 1 had asked
AVENATTI that question. AVENATTI never responded to his
question or provided TSYS Rep. 1 with any information regarding
the IRS levies or his discussions with FNB Omaha.

j. Later on October 3, 2017, REGNIER emailed TSYS
Rep. 1 the new Merchant Transaction Processing Agreement, which
was signed by AVENATTI on behalf of GB LLC in his capacity as
CEO. REGNIER also emailed TSYS Rep. 1 a bank letter identifying
a GB LLC account at CB&T ending in 3730 (“GB LLC CR&T Account
3730”). Based on my review of CB&T bank records, I know that GB
LLC CB&T Account 3730 was a new bank account that AVENATTI and
REGNIER opened in Orange County, California, earlier that same
day. AVENATTI and V.S. were copied on all of the emails REGNIER
sent TSYS Rep. 1.

k. The change in merchant accounts was completed on
or about October 7, 2017.

1. On November 7, 2017, TSYS informed AVENATTI and
GBUS that it was closing GBUS’s and GB LLC's merchant accounts.
TSYS Rep. 1 understood that TSYS decided to close the merchant
accounts because GBUS had huge tax liens and levies with the
IRS.

m. TSYS Rep. 1 does not believe that TSYS made a
mistake or used the incorrect name when it opened the GBUS

merchant accounts in June 2015, as AVENATTI had claimed. TSYS
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Rep. 1 said that when the GBUS merchant accounts were first
opened there were discussions as to whether the correct legal
name should be GBUS or GB LLC.

n. TSYS Rep. 1 said that had AVENATTI disclosed the
existence of the IRS liens and levies to him he would have
raised the issue with TSYS’s legal department and risk
management team. TSYS Rep. 1 felt that information regarding
the IRS tax liens and levies would have been highly wvaluable
information to TSYS. Indeed, TSYS ultimately cancelled the GBUS
contract because of the IRS tax liens and levies.

5. Information Regarding The Boeing Company

38. The investigation has also revealed that AVENATTI
attempted to evade the collection of payroll taxes and obstruct
the IRS collection case by changing the company name on
contracts with Boeing. As noted above, GBUS operated a number
of Tully’s stores at Boeing facilities in Washington. These
stores were the most profitable part of GBUS’s business.

39. On October 23, 2018, I participated in interviews with
three Boeing employees, P.K., C.M, and A.R.G. P.K. and C.M.
were both Procurement Agents at Boeing, and A.R.G. was a Senior
Counsel in Boeing’s legal department. Based on these interviews
and my review of documents produced by Boeing, I learned, among
other thing the following information:

a. On September 2, 2016, AVENATTI submitted a
contract renewal proposal to Boeing. AVENATTI signed the
proposal as the “CEO/Chairman of Global Baristas US, LLC (dba

Tully’s Coffee).”
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b. On October 28, 2016, P.K. emailed AVENATTI the
proposed Shared Services contract between Boeing and GBUS.

C. On November 15, 2016, AVENATTI emailed P.K. a
revised Shared Services contract in which he changed the
contracting party’s name from “Global Baristas US LLC” to “GB
Hospitality LLC.” In the email, AVENATTI told P.K. that the
name change was “occasioned by us having formed an additional
wholly owned subsidiary that serves as the contracting party for
all our relationships where we are proving onsite coffee service
within corporate environments.”

d. On November 16, 2016, AVENATTI signed the Shared
Services contract with Boeing on behalf of “GB Hospitality LLC.”
The Shared Services contract required GB Hospitality to make
$110,000 gquarterly commission payments to Boeing in 2017. The
contract identified AVENATTI’s title as “Chairman/CEO.” P.K.
said that when he was responsible for the GBUS/GB
Hospitality/Tully’s account he viewed AVENATTI as the CEO of the
contracting party, not as an attorney.

e. Between May 24, 2017, and August 15, 2017, P.K.
and A.R.G. sent AVENATTI multiple emails and letters regarding
GB Hospitality’s failure to make the required commission
payments for the first and second quarters of 2017. C.M. and
A.R.G. both said that AVENATTI repeatedly failed to respond to
Boeing’s emails and letters. C.M. said that she knew AVENATTI
was a lawyer, but was communicating with him because he was the

owner of GBUS rather than because he was GBUS’'s lawyer.
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f. On August 16, 2017, Boeing received an IRS Notice
of Levy relating to GBUS. On or about September 19, 2017,
Boeing returned the Notice of Levy to the IRS and indicated that
it did not owe GBUS any money. As a result, the levy was
closed. A.R.G. was aware of the levy at the time and may have
been responsible for filling out and returning the levy form to
the IRS.

g. On September 5, 2017, Boeing sent AVENATTI via
email and FedEx a letter notifying him that Boeing was
cancelling its contract with GB Hospitality due to the company’s
failure to make the regquired commission payments. A.R.G. said
that Boeing sent the cancellation notice to AVENATTI because he
was the owner of GB Hospitality/GBUS.

h. On September 6, 2017, AVENATTI responded to the
cancellation letter. BAmong other things, AVENATTI claimed that
he had never received the prior notice of default from Boeing,
even though that notice had been delivered to EA LLP's offices
via FedEx.

i. On September 7, 2017, A.R.G. spoke to AVENATTI
regarding the cancellation of the contract and transition
discussions. A.R.G. said that all transition calls had to go
through AVENATTI. A.R.G. believed that she was communicating
with AVENATTI both as the person operating GBUS and as the

lawyer for GBUS. A.R.G. always believed that AVENATTI was the
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decision maker for GBUS. At one point, however, AVENATTI told
Boeing that he had to run a decision by the Board of Directors.?®

J. On or about September 18, 2017, A.R.G., C.M. and
others met with AVENATTI regarding Boeing’s transition from
GBUS. During this meeting, Boeing and AVENATTI discussed the
sale of GBUS equipment to Boeing. A.R.G. said that AVENATTI
asked to be the point of contact for the sale of GBUS equipment.

k. On September 20, 2017, REGNIER emailed AVENATTI a
list of GBUS eqguipment at the Boeing stores. AVENATTI then
forwarded this email to C.M., with a copy to M.G. from GBUS.
A.R.G. said that it made sense for Boeing to buy the equipment
from GBUS because 1t still wanted to supply coffee to its
employees.

1. On September 22, 2017, AVENATTI emailed C.M. and
said: “We have discussed it internally and we propose that we
assign the equipment to Boeing in exchange for any commissions
due and owing to Boceing.”

m. On September 26, 2017, A.R.G. emailed AVENATTI a
bill of sale relating to the GBUS equipment at the Boeing
stores. A.R.G. drafted the bill of sale. She identified GB
Hospitality as the seller on the bill of sale because that was
the entity name on the contract with Boeing. Under the terms of
the proposed sale, Boeing would pay GB Hospitality $10 and

forgive all remaining debt in exchange for the equipment.

26 This statement appears to have been false. Multiple
former GBUS employees have said that GBUS did not have a Board
of Directors.
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n. On September 27, 2017, A.R.G. and AVENATTI
discussed Boeing purchasing two coffee kiosks?’ from GBUS for
$155,000. C.M. said that the kiosk discussions occurred at the
end of the transition talks.
0. On September 28, 2017, AVENATTI emailed A.R.G.
and agreed to sell the kiosks for $155,000. AVENATTI asked
A.R.G. to send him a revised bill of sale. He also indicated
that he would “need payment no later than next Friday” (i.e.,
October 6, 2017). Later that day, A.R.G. emailed AVENATTI two
separate bills of sale -- one for the purchase of the equipment
and one for the purchase of the kiosks. Both Bills of Sale
identified GB Hospitality as the seller.
P- On September 29, 2017, A.R.G. emailed AVENATTI
revised drafts of the two Bills of Sale in which the name of the
seller was changed from GB Hospitality to “Global Baristas,
LLC.” A.R.G. said that AVENATTI asked her to change the seller
name because GB LLC was the owner of the eguipment, not GB
Hospitality. In her email, A.R.G. also wrote the following:
As part of my due diligence, I ran a quick UCC search
on Global Baristas, LLC. I see one secured credit
[sic] for office furniture that doesn’t look relevant
for our purposes. There is another secured creditor
for equipment, Farnam Street Financial? Can you
confirm that is also not covering any of this
equipment?

In an email response just a few minutes later, AVENATTI said

“You are correct — neither covers any of the equipment.”

27 I understand that the coffee kiosks were separate stand-
alone structures that were owned by GBUS, but located at
Boeing’s facilities.
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q. Later on September 29, 2017, AVENATTI emailed
A.R.G. and C.M. the executed copies of the two bills of sale.
AVENATTI signed the bills of sale on behalf GB LLC and
identified his title as “Chairman.”

r. On October 2, 2017, AVENATTI emailed wiring
instructions to A.R.G. and C.M. Specifically, AVENATTI
instructed Boeing to wire the sale proceeds to an EA LLP
attorney trust account at CB&T ending in 8671 (“EA CB&T Trust
Account 86717). AVENATTI also asked when the wire would be
sent. C.M. said that AVENATTI seemed anxious to receive the
wire payment from Boelng.

S. On October 5, 2017, AVENATTI emailed A.R.G. and
C.M. a letter on GB LLC letterhead containing the same wiring
instructions. REGNIER was copied on the email. According to
A.R.G., Boeing had asked AVENATTI to provide Boeing the wiring
instructions on GB LLC letterhead. Prior to receiving this
letter, neither A.R.G. nor C.M. had ever seen any other
documents on GB LLC letterhead.

t. A.R.G. indicated that she was concerned that the
change of the entity name on the bill of sale may have violated
the tax lien or levies, but that Boeing checked and neither “GB
Hospitality, LLC” nor “Global Baristas, LLC” were identified on
the lien and levies. Boeing determined that it was not in
violation of the lien because the lien related to GBUS and the
seller identified on the two bills of sale was a different legal
entity. A.R.G. said that the only other entity name she had

seen on the contracts with Boeing prior to the two bills of sale
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was GB Hospitality. Boeing would not have paid the $155,010 if
GBUS’s name had been on the two bills of sale or the 2016
contract.
40. Based on a preliminary review?® of bank records
~relating to GBUS, GB LLC, EA LLP, A&A, and AVENATTI, I have
learned the following regarding the $155,010 payment from Boeing
for the kiosks and equipment:

a. On October 5, 2017, Boeing transferred $155,010
via wire to EA CB&T Trust Account 8671.

b. On October 5, 2017, EA LLP transferred $155,010
from EA CB&T Trust Account 8671 to A&A’s CB&T account ending in
0661 (“A&A CB&T Account 0661”). AVENATTI then made the
following payments from A&A CB&T Account 0661, among others:

i. $15,000 wire transfer to AVENATTI and his
wife’s personal checking account at BofA ending in 5546
(“Avenatti BofA Account 5446");

ii. $8,459 payment to Neiman Marcus in Newport
Beach, California on October 10, 2017; and

iii. $13,073 payment for rent for AVENATTI's
residential apartment in Los Angeles, California on October 10,
2017.

o Out of the $155,010 that Boeing wired to EA CB&T

Trust Account 8671 and which was subsequently transferred to A&A

28 TRS-CI’'s review of the bank account records referenced
throughout this affidavit is ongoing. The approximate amounts
referenced herein are based on a preliminary analysis of those
bank records and my discussions with an IRS-CI revenue agent.
These amounts may change as IRS-CI completes its analysis and
discovers additional bank account information.
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CB&T Account 0661, it appears that only approximately half was
ever transferred to bank accounts associated with GBUS.

6. Preliminary Review of GBUS and GB LLC Bank
Account Information

41. In connection with this investigation, IRS-CI has
obtained bank records relating to a number of accounts
associated with GBUS and GB LLC. Based on a preliminary review
of these bank account records, it appears that AVENATTI caused
approximately $1.7 million to be transferred from GBUS or GB LLC
to other entities AVENATTI controlled during the same time
period in which GBUS failed to pay to the IRS approximately
$3,121,460 in payroll taxes.

42. Based on a preliminary review of the GBUS and GB LLC
bank records, I have learned, among other things, the following:

a. In February and March 2015, GBUS opened three new
bank accounts with CB&T in Orange County, California, including
a payroll account and an operating account (GBUS CB&T Account
2240). AVENATTI and REGNIER were the only two signatories on
the GBUS CB&T accounts.

b. As noted above, on October 3, 2017, GB LLC opened
GB LLC CB&T Account 3730 in Orange County, California. (See
supra { 37.j.) AVENATTI and REGNIER were the only two
signatories on this GB LLC account.

43, Based on a preliminary review of the GBUS’s CB&T bank
accounts, I have learned, among other things, the following
regarding the transfer of funds from GBUS or GB LLC to bank

accounts associated with A&A or EA LLP:
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a. Between 2015 and 2017, there were a substantial
number of wire transfers or payments between GBUS’'s or GB LLC's
bank accounts on one hand, and EA LLP’'s or A&A’s bank accounts
on the other hand.

b. As detailed in the below chart, between 2015 and
2017, there was a net total of approximately $1,701,800 in
payments from GBUS’s or GB LLC’s bank accounts to A&A’s or EA

LLP’s bank accounts.

Transfers (Net) 2015 2016 2017 TOTALS

GBUS & GB LLC -$576,500 $440,500 | $1,360,250| $1,224,250

to A&A

GBUS & GB LLC -$127,436 $517,400 $87,586 $477,550

to EA LLP

TOTALS -$703,936 $957,900  $1,447,836, $1,701,800
c. There was a net transfer of approximately

$703,936 from A&A and EA LLP into GBUS's or GB LLC’s bank
accounts in 2015. However, there was a net transfer of
approximately $2,406,006 out of GBUS’s and GB LLC’s bank
accounts to A&A and EA LLP during 2016 and 2017, while the IRS
collection case was ongoing and payroll taxes were due.

44, As set forth further below in Section IV.D.4, it
appears that portions of the approximately $1.7 million that was
transferred from GBUS’s and GB LLC’s bank accounts to A&A or EA
LLP were subsequently transferred to AVENATTI’s personal bank
accounts or used to pay for AVENATTI’s personal expenses.

45, It also appears that AVENATTI directly used GBUS funds
to pay for personal expenses. For example, on or about March

30, 2016, a total of $200,000 was paid to the G.P. Family Trust
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from GBUS CB&T Account 2240. These payments were for two menths
of rent for AVENATTI's residence in Newport Beach, California.
(See infra § IV.E.3.b.)
7. GBUS Bankruptcy Proceedings
46. GBUS is currently the debtor in Chapter 7 bankruptcy
proceedings pending in the United States Bankruptcy Court for

the Western District of Washington, in In re: Global Baristas US

LLC, No. 18—14095—TWD (the “GBUS Bankruptcy”). Based on my
review of documents filed in the GBUS Bankruptcy, I have
learned, among other things, the following:

a. On October 24, 2018, a Chapter 7 involuntary
bankruptcy petition was filed against GBUS. GBUS did not appear
or oppose the involuntary petition.

b. On November 30, 2018, an Order for Relief was
entered by default. On or about that same date, Nancy L. James
was appointed as the Chapter 7 bankruptcy trustee for GBUS (the
“GBUS Trustee”).

c. On or about November 30, 2018, GBUS was also
directed to file financial statements and other documents with
the bankruptcy court. To date, GBUS has not filed any such
documents.

d. On January 25, 2019, the GBUS Trustee filed a
motion for an order directing three law firms, Osborn Machler
PLLC; Eisenhower Carlson PLLC (“Eisenhower”); Talmadge/
Fitzpatrick/Tribe, PPLC, to turn over all files and records
relating to the law firms’ representation of GBUS. Among other

things, the GBUS Trustee noted that because the GBUS Trustee now
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manages GBUS, the GBUS Trustee now holds the attorney-client
privilege.

e. On January 31, 2019, the GBUS Trustee held the
creditors meeting required under 11 U.S.C. § 341. No one
appeared on behalf of GBUS at the meeting.

f. On February 8, 2019, Eisenhower, which

represented GBUS in the Bellevue Square Litigation, filed an

opposition to the GBUS Trustee’s motion for turnover.

Eisenhower argued, among other things, that AVENATTI may believe

that Eisenhower represented him in his personal capacity and

that the motion should be denied until AVENATTI was provided

notice and an opportunity to respond. Eisenhower stated:
During the course of the litigation, Bellevue Square
LLC asserted liability against Michael Avenatti
personally. While [Eisenhower] was not formally
retained by Mr. Avenatti, [Eisenhower] is concerned
that Mr. Avenatti may assert attorney-client privilege
as to his personal communications with [Eisenhower].

g. On February 15, 2018, the Bankruptcy Court held a
hearing on the GBUS Trustee’s motion. I understand that during
the hearing the Bankruptcy Court held that the GBUS Trustee
holds the attorney-client privilege as to communications between
GBUS and its lawyers, that the law firms were required to turn
over their files to the GBUS Trustee, and ordered the parties to
submit an agreed upon order for the Court to sign by February
22, 2018.

47. Although AVENATTI is not personally named in the GBUS

Bankruptcy and has not appeared in it, he is aware of the

proceedings. On February 13, 2019, AVENATTI sent an email to an
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attorney representing IMSA in a separate civil action, the GBUS

Trustee, and the GBUS Trustee’s counsel, which stated:
It has come to my attention that you are purporting to
proceed with a hearing tomorrow in a Florida
collection matter in which Global Baristas US, LLC, me
[sic] and others are defendants. Separate [sic] apart
from the fact that service has never been properly
effectuated, your attempt to proceed with this matter
is entirely inappropriate as there has long been a
bankruptcy stay in place as a result of the attached
bankruptcy filing (the Trustee and counsel are copiled
above). 1Indeed, your continued pursuit of this matter
over the last several months may subject your client
to liability for violating the bankruptcy stay, which
your client is well aware of.

D. Tax Offenses Relating to Eagan Avenatti LLP (EA LLP)
and Avenatti & Associates, APC (A&A)

48. As discussed below, there is probable cause to believe
that AVENATTI has caused his other companies, EA LLP and A&A, to
evade their federal tax obligations. Between 2015 and 2017, EA
LLP failed to pay to the IRS approximately $2.4 million in
payroll taxes, including approximately $1,279,001 in trust fund
taxes that had been withheld from EA LLP employees’ paychecks.
EA LLP and A&A have also repeatedly failed to file federal
income tax returns or pay federal income taxes, despite
generating substantial income. Indeed, despite previously
filing tax returns, EA LLP has not filed federal tax returns for
the 2013 through 2017 tax years, and A&A has not filed federal
tax returns for the 2011 through 2017 tax years.

1. The IRS Payroll Tax Collection Case

49. 1In September 2015, the IRS initiated a collection case

against EA LLP due to its failure to file its payroll tax

returns and pay payroll taxes. Based on my review of IRS tax
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information, including the ICS History, I have learned, among
other things, the following information regarding EA LLP's
payroll tax obligations:

a. Between 2011 and the first quarter of 2014, EA
LLP paid its federal tax deposits, including trust fund tax
payments, to the IRS on a regular basis. During this time
period, EA LLP also filed its IRS Forms 941 each quarter and IRS
Forms 940 each yeaf.29 On the various EA LLP IRS Forms 940 and
IRS Forms 941 filed with the IRS between 2011 and 2014 that I
have reviewed, AVENATTI signed the forms under penalty of
perjury as the Managing Partner of EA LLP.

b. On or about April 30, 2015, EA LLP filed its IRS
Form 941 for the first quarter of 2015. The IRS Form 941
indicated that EA LLP was required to pay to the IRS
approximately $194,545 in payroll taxes, including approximately
$152,562 in trust fund payments. EA LLP, however, did not make
the required payroll tax payments to the IRS.

C. On September 26, 2015, the IRS opened a
collection case against EA LLP based on a FTDA.

d. On September 28, 2015, the collection case was
assigned to an IRS revenue officer (“RO 27).

e. On October 8, 2015, RO 2 made a field visit to EA
LLP's office in Newport Beach, California. RO 2 spoke with

AVENATTI and told him that the field call was being made because

29 During this time period, Paychex was responsible for
filing EA LLP’s IRS Forms 941 and paying to the IRS EA LLP’'s
federal tax deposits. (See infra 1 52.) These services were
discontinued at the end of 2014. (See id.)
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EA LLP had not made its federal tax deposits. RO 2 asked
AVENATTI if REGNIER could attend the meeting because she was the
POA on file with IRS for EA LLP and was in the office at that
time, but AVENATTI said no. RO 2 told AVENATTI that EA LLP last
filed a payroll tax return for the first quarter of 2015, but
that it had not paid to the IRS the $194,545 in payroll taxes
that were due. RO 2 also told AVENATTI that EA LLP had not
filed its payroll tax return or paid its federal tax deposits
for the second quarter of 2015, and that the payroll tax return
and federal tax deposits for the third quarter of 2015 were due
that same day. RO 2 explained that unless there was a reduction
in EA LLP’s payroll since the first quarter of 2015, EA LLP
would likely owe the IRS over $200,000 in payroll taxes for each
of these additional quarters as well. AVENATTI told RO 2 that
he was not aware that the federal tax deposits were not being
paid. When asked who prepared the payroll tax returns and made
the federal tax deposits, AVENATTI said that Paychex was
responsible for the payroll taxes.30 AVENATTI also said that he
was not sure what was going on with the taxes. RO 2 set a
deadline of October 23, 2015, for EA LLP to make the outstanding
payroll tax payments. RO 2 also set deadlines for EA LLP to
file its missing IRS Forms 940 and provide certain financial
documentation, including bank statements and a balance sheet.

Finally, RO 2 instructed AVENATTI to file any other unfiled tax

30 AVENATTI made a nearly identical statement to RO 1 when
he was contacted about GBUS failure to pay its payroll taxes one
year later on October 7, 2016. (See supra I 23.d.)
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returns, including his unfiled perscnal income tax returns for
the 2011 to 2014 tax vyears.

f. On Octocber 14, 2015, M.H. contacted RO 2 and
advised her that she was the POA for EA LLP. RO 2 advised M.H.
of the deadline she had set for EA LLP to make the cutstanding
payroll tax payments, file its IRS Forms 941, and produce
financial documents.

g. On October 23, 2015, EA LLP filed its IRS Forms
941 for the second and third quarters of 2015. Both IRS Forms
941 were signed by AVENATTI. Although EA LLP filed these two
IRS Forms 941 for the second and third quarters of 2015, EA LLP
did not make the required outstanding payroll tax payments nor
did it produce the required financial information RO S.M
requested.

h. On March 14, 2017, RO 2 filed IRS Form 6020B
substitute returns for the fourth quarter of 2015 and the first,
second, third, and fourth quarters of 2016.

i. As discussed below in Section IV.D.2, in March
2017, an involuntary Chapter 11 bankruptcy petition was filed
against EA LLP. Due to the automatic stay issued in the EA
Bankruptcy, RO 2’s efforts to collect the outstanding payroll
taxes largely ceased.

j. In connection with the EA Bankruptcy, EA LLP and
the IRS reached a settlement regarding EA LLP's unpaid payroll
taxes in which EA LLP agreed to pay to the IRS approximately

$2,389,005, including trust fund taxes of $1,288,277, non-trust
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fund taxes of $311,673, penalties of $635,631, and interest of
$153,424.

k. On or about September 28, 2017, the IRS received
EA LLP’s IRS Forms 941 for the fourth gquarter of 2015 through
the fourth quarter of 2016. The IRS Forms 941 appear to have
been signed by AVENATTI.

2. EA LLP Bankruptcy Proceedings

50. Based on my review of documents filed in connection
with the EA Bankruptcy, I have learned, among other things, the
following information:

a. On or about March 1, 2017, an involuntary
petition was filed against EA LLP in the Middle District of
Florida.

b. On or about March 10, 2017, EA LLP filed its
answer to the involuntary petition and consented to the order
for relief.

C. In April 2017, the EA Bankruptcy was transferred
to the Central District of California.

d. In connection with the EA Bankruptcy, the United
States claimed that it was a secured creditor of EA LLP due to
the filing of federal tax liens. The United States also filed a
number of claims against the bankruptcy estate.

e. On or about October 10, 2017, the United States
filed its Fifth Amended Proof of Claim in the amount of
approximately $2,357,202, which consisted of a secured claim in
the amount of $677,410, a priority tax claim of $1,259,355, and

a general unsecured claim of $420,436.
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f. On January 30, 2018, EA LLP, AVENATTI, and the
United States entered into a stipulation regarding the payment
of taxes, in which the parties described the terms of the
settlement reached between EA LLP, AVENATTI, and the United
States. In the stipulation, the parties agreed that the total
amount EA LLP owed to the IRS as of February 28, 2018, would be
approximately $2,389,005, consisting of trust fund taxes of
$1,288,277, non-trust fund taxes of $311,673, penalties of
$635,631, and interest of $153,424. Under the terms of the
settlement, EA LLP was required to make an initial payment to
the United States Treasury of $1,508,422, which consisted of all
of the $1,288,277 in trust fund taxes due to the IRS, and 20% of
the non-trust fund taxes, penalties, and interest in the amount
of $220,146 within 10 days of the settlement being approved and
bankruptcy being dismissed. EA LLP was required to pay the
remaining balance of $880,583, plus accrued interest, within 120
days of the dismissal order. Specifically, EA LLP was required
to pay $440,291, plus accrued interest of $11,709.07, on the
60th day following the dismissal order, and an additional
$440,291 on the 120th day following the dismissal order.

g. On March 15, 2018, the Bankruptcy Court issued an
order approving the settlement between EA LLP, AVENATTI, and the
United States, and dismissed the EA Bankruptcy.

h. On March 26, 2018, the IRS received the initial
settlement payment of $1,508,422 from a trust account for

SulmeyerKupetz, which was the law firm representing A&A and
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AVENATTI in the EA Bankruptcy.3! EA LLP and AVENATTI, however,
failed to make the remaining payments to the IRS as scheduled.

i. On July 3, 2018, the United States filed a motion
to enforce the settlement agreement between EA LLP, AVENATTI,
and the United States. 2Among other things, the United States
noted that EA LLP had failed to make the required payment of
approximately $440,291, plus $11,709 by May 14, 2018, as
required under the settlement agreement.

3. On August 20, 2018, EA LLP, AVENATTI, and the
United States entered into a stipulation to resolve the United
States July 2018 motion to enforce the settlement agreement.
Under the stipulation, EA LLP agreed to make monthly payments to

the United States in the amount of $75,000.

31 Based on information I received from the Newport Beach
Police Department and a preliminary review of the relevant bank
account records, it appears that this payment was derived from
money that AVENATTI had received in trust for two clients, M.P.
and L.T. AVENATTI represented M.P. and L.T. in connection with
the divestment and separation from M.P.’s business. Under the
engagement agreement, AVENATTI was entitled to 7.5 percent of
the approximately $35.6 million transaction amount (or
approximately $2.67 million). In September 2017, the first
portion of the transaction amount was wired to a City National
Bank attorney trust account ending in 4704 (“Avenatti CNB Trust
Bccount 4704”). After AVENATTI deducted his entire 7.5 percent
fee, he then transferred the remaining proceeds to M.P. On
March 14, 2018, the balance of the transaction amount
(approximately $8,146,288) was transferred to CNB Trust Account
4704. But AVENATTI did not remit this entire sum to M.P. as he
was required to do. Rather, on March 15, 2018, AVENATTI
transferred $3,000,000 to an EA LLP CB&T attorney trust account
ending in 4613 (“EA CB&T Trust Account 4613”). AVENATTI then
transferred $2,828,423 from EA CB&T Trust Account 4613 to the
SulmeyerKupetz trust account later that same day. The following
day, AVENATTI’s attorney from SulmeyerKupetz filed a declaration
in the EA Bankruptcy indicating that he had received the
approximately $2.8 million payment so that it could be
distributed to creditors, including the IRS.
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k. On or about August 20, 2018, EA LLP paid the

United States Department of Treasury approximately $75,000 via a
check from one of EA LLP’s CB&T bank accounts. I understand
that no further payments have been received since August 2018
and that EA LLP and AVENATTI still owe the United States
approximately $765,015, plus accrued interest and penalties.

51. As part of the EA Bankruptcy, EA LLP was required to
close pre-petition bank accounts and open new “debtor in
possession” bank accounts. EA LLP and AVENATTI were also
required to file with the Bankruptcy Court a monthly operating
report (“MOR”) detailing all funds received and disbursed by EA
LLP.

3. Information Obtained from Paychex Regarding EA
LILP’s Payroll Taxes

52. As noted above in paragraph 49.e, when AVENATTI was
first contacted by RO 2, AVENATTI claimed that Paychex was
responsible for preparing the payroll tax returns and paying to
the IRS EA LLP’s federal tax deposits. These claims appear to
have been false. Based on documents produced by Paychex, I have
learned, among other things, the following information:

a. On or about May 31, 2014, AVENATTI signed a
Paychex Proprietor Services Agreement as the Managing Partner of
EA LLP.

b. On or about January 5, 2015, Paychex mailed two
letters to EA LLP and AVENATTI confirming “that your Paychex
Taxpay® service has been discontinued at your request, effective

December 28, 2014.” The letters further advised AVENATTI and EA
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LLP that “[y]ou will be responsible for making timely tax
deposits and filing tax return beginning on December 28, 2014.732

4. Other Tax Information Regarding EA LLP and A&A

53. Based on my review of IRS tax information, I have

learned, among other things, the following information regarding
EA LLP's filing of federal partnership income tax returns:

a. On or about August 13, 2010, Eagan O'Malley &
Avenatti LLP, which later became EA LLP, filed its 2009
partnership income federal tax return (IRS Form 1065). The
return stated that in the 2009 tax year Eagan O'Malley Avenatti
LLP had gross receipts of $12,547,675 and ordinary business
income of $5,025,947. The return listed G.M. in Encino,
California, as the paid preparer, and O’'Malley as the designated
Tax Matters Partner (“TMP”) before the IRS.

b. On or about April 15, 2011, Eagan O'Malley &
Avenatti LLP, filed its 2010 partnership income federal tax
return (IRS Form 1065). The return stated that in the 2010 tax
year Eagan O’Malley & Avenatti LLP had gross receipts of
$7,287,551 and ordinary business income of $1,691,667. The
return listed M.H. as the paid preparer, and A&A as the

designated TMP before the IRS.

32 At the June 12, 2017, Section 341 hearing as part of the
EA Bankruptcy, AVENATTI testified under penalty of perjury that
Paychex was EA LLP’s payroll service since “the inception of the
firm . . . may have been as long as 10 [years].” In response to
a question regarding EA LLP making deposits for federal and
state payroll taxes, AVENATTI testified: “Well, they’re made now
directly by the firm, but at some point they were being made by
Paychex, or at least were to be made by Paychex.” When asked
when EA LLP switched from sending money to Paychex to pay the
payroll taxes to paying the tax deposits directly, AVENATTI
testified “sometime in 2016."
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C. On or about March 17, 2014, EA LLP filed its 2011
partnership income federal tax return (IRS Form 1065). The
return stated that in the 2011 tax year EA LLP had gross
receipts of $13,819,836 and ordinary business income of
$5,850,102. The return indicated that it was "“Self Prepared”
and appears to have been signed by AVENATTI on March 12, 2014.
The return listed A&A as the designated TMP before the IRS, and
AVENATTI as the TMP representative.

d. On or about October 8, 2014, EA LLP filed its
2012 partnership income federal tax return (IRS Form 1065). The
return stated that in 2012 EA LLP had gross receipts of
$6,212,605 and an ordinary business loss of 2,128,849. The
return appears to have been signed by AVENATTI on October 1,
2014. The return listed M.H. as the paid preparer, and A&A as
the designated TMP before the IRS.

e. EA LLP never filed a partnership income federal
tax return (IRS Form 1065) for the 2013, 2014, 2015, 2016, or
2017 tax years.

54. Based on my review of IRS tax information, I have
learned, among other things, the following information regarding
A&A:

a. A&A’s 2009 IRS Form 1120S Corporate Tax Return
stated that A&A had total income of $3,391,224 and ordinary
business income of $1,578,558 for the 2009 tax year. The return
listed AVENATTI as the President of A&A and M.H.’s firm as the
return preparer (the return does not state M.H.’s name, simply

the firm at which she worked).
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b. A&A’'s 2010 IRS Form 1120S Corporate Tax Return
stated that A&A had total income of $1,421,028 and ordinary
business 'income of $821,634 for the 2010 tax year. AVENATTI
appears to have signed the return on September 15, 2011, as the
President of A&A. The return listed M.H. as the return
preparer.

C. A&A did not file federal corporate tax returns
for the 2011, 2012, 2013, 2014, 2015, 2016, or 2017 tax years.
The last federal income tax return that A&A filed was the return
for the 2010 tax year.

5. Preliminary Review of EA LLP’s and A&A’s Bank
Account Information

55. A preliminary review of the bank records for accounts
associated with EA LLP, A&A, and AVENATTI demonstrates that:
(a) EA LLP generated significant income between 2013 and 2017
and would likely have been required to file federal income tax
returns for the 2013 to 2017 tax years; (b) A&A generated
significant income between 2011 and 2017 and would likely have
been required to file income tax returns during the 2011 to 2017
tax years; and (c) EA LLP and AVENATTI had sufficient funds to
make the required payroll tax payments due to the IRS in 2015
and 2016. Specifically, based on a preliminary review of bank
account records associated with EA LLP, A&A, AVENATTI, I have

learned, among other things, the following information:
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a. Between 2013 and 2017, EA LLP received
approximately $137,890,016 of deposits3® into its bank accounts.

b. Between 2011 and 2017, A&A received approximately
$37,961,633 of deposits into its bank accounts, including net
payments of approximately $23,820,816 from EA LLP.

C. Between 2015 and 2017, EA LLP transferred
approximately $13,360,560 to A&A’s bank accounts, and A&A
transferred approximately $4,424,740 to EA LLP's bank accounts.
Thus, between 2015 and 2017, A&A received a net total of
approximately $8,935,820 from EA LLP.

d. Between 2015 and 2017, approximately $3,697,500
was transferred from BA&A’s bank accounts to AVENATTI’s personal
bank account, and approximately $190,000 was transferred from EA
LLP’'s bank accounts to AVENATTI’s personal bank account.
Moreover, as discussed further in paragraph 58.c below, AVENATTI
repeatedly used A&A funds to pay for personal expenses between
2015 and 2017.

E. Tax Offenses Relating to AVENATTI's Personal Income
Tax Obligations

56. As discussed below, there is probable cause to believe
that AVENATTI committed various tax offenses in connection with
his personal income tax obligations. AVENATTI failed to file
personal federal income tax returns for the 2011 through 2017
tax years. During these tax years, AVENATTI generated

substantial income and lived lavishly, yet largely failed to pay

33 I understand that the $137,890,016 of deposits likely
includes some transfers between different EA LLP bank accounts.
Therefore, EA LLP’s total receipts during this time period could
be substantially lower.
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any federal income tax. AVENATTI also appears to have evaded
the assessment and collection of federal income taxes during
these tax years by using the entities he controlled, such as
GBUS, EA LLP, and A&A, to hide and conceal his personal income.

1. Information Regarding AVENATTI’s Personal Income
Tax Obligation

57. Based on my review of IRS tax information, I have
learned, among other things, the following regarding AVENATTI'’s
personal income tax obligations:

a. On or about October 15, 2010, AVENATTI filed his
individual income tax return for the 2009 tax year. The 2009
return indicated that AVENATTI had total income of $1,939,942,
and a total tax due to the IRS in the amount of $570,816.
According to the return, AVENATTI received $300,000 in W-2 wage
income from A&A in 2009, but only had $1,186 withheld in federal
taxes. AVENATTI, therefore, owed the IRS approximately $569, 630
for the 2009 tax year. AVENATTI, however, did not pay the
remaining tax due for the 2009 tax year until November 2015,
when he sold his residence in Laguna Beach, California, upon
which there was an IRS tax lien.

b. On or about October 11, 2011, AVENATTI filed his
individual income tax return for the 2010 tax year. The 2010
return indicated that AVENATTI had total incéme of $1,154,800,
and a total tax due to the IRS of $275,947. According to the
return, AVENATTI had $77 of taxes withheld during 2010. |
AVENATTI, therefore, owed the IRS approximately $281,786 for

2010 tax year. AVENATTI, however, did not pay the remaining
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C. AVENATTI never filed a 2011 individual tax

In April 2012, however, AVENATTI or his tax preparer
extension request for his 2011 individual tax return
in tax liability was reported.3?

d. AVENATTI never filed a 2012 individual tax

In April 2013, however, AVENATTI or his tax preparer
extension request for the 2012 individual tax return
in tax liability was reported.

e. AVENATTI never filed a 2013 individual tax

In April 2014, however, AVENATTI or his tax preparer
extension request for the 2013 individual tax return
in tax liability was reported.

f. AVENATTI never filed a 2014 individual tax

In April 2015, however, AVENATTI or his tax preparer
extension request for the 2014 individual tax return
in tax liability was reported.

g. On September 2, 2015,

approximately $903,987 due to AVENATTI's non-payment

taxes due for the 2009 and 2010 tax years.

34 Based on my review of IRS tax information,
AVENATTI’
were submitted to the IRS by M.H.
interviewed M.H.

knew the

s extension requests for the 2011 to 2015 tax years
Because we have not

at this time, it is unclear whether AVENATTI
extension requests were being filed or knew what

information was being provided on the extension requests.
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h. On or about October 23, 2015, AVENATTi’s POA,
M.H., contacted the IRS and advised it that AVENATTI would file
his personal federal income tax returns for the 2012, 2013, and
2014 tax years by November 7, 2015. However, no such returns
were ever filed.

i. On October 30, 2015, the IRS sent AVENATTI a
demand letter indicating that he had an outstanding debt of
$1,042,878 for the 2009 and 2010 tax years. A copy of the
demand letter was also sent to AVENATTI's POA, M.H.

J. On November 2, 2015, as a result of the September
2015 federal tax lien, a copy of which was provided to the
escrow company handling the sale of AVENATTI’s Laguna Beach,
California, residence, the IRS received a payment of $1,042,878
for the unpaid 2009 and 2010 taxes from the escrow company after
the completion of the sale of AVENATTI's home.

k. AVENATTI never filed a 2015 individual tax
return. In April 2016, however, AVENATTI or his tax preparer
filed an extension request for the 2015 individual tax return in
which $0 in tax liability was reported.

1. AVENATTI never filed an individual tax return for
the 2016 or 2017 tax years. To date, AVENATTI has not filed
requests for extensions for the 2016 or 2017 tax years.

2. Preliminary Review of AVENATTI’s Bank Records

58. A preliminary review of AVENATTI’s bank account
records demonstrates that AVENATTI generated substantial
personal income between 2011 and 2017. Specifically, based on a

preliminary review of bank records associated with bank accounts

111



Case 8:19-mj-00241-DUTY Document 1 Filed 03/22/19 Page 147 of 198 Page ID #:147

Case 8:19-mj-00103-DUTY *SEALED* Document 4-1 *SEALED* riled 02/22/19 Page 134 of
184 Page ID #:368

for AVENATTI, GBUS, EA LLP, and A&A, I have learned, among other
things, the following:

a. Between 2011 and 2017, it appears that AVENATTIT
received net payments of approximately $8,464,064 from EA LLP’s
and A&A’s bank accounts.3> This amount excludes any amounts that
may have been transferred to AVENATTI's personal bank accounts
from EA LLP's and A&A’'s attorney trust accounts.

b. Between 2014 and 2017, AVENATTI’s personal bank
accounts appear to have received a total of approximately
$556,134 in direct payments from GBUS.

c. Between 2011 and 2017, approximately $37,961,633
was deposited into A&A’'s bank accounts, including approximately
$28,541,055 from EA LLP. After deducting the approximately
$4,720,240 that A&A paid to EA LLP, A&A appears to have received
net payments of approximately $23,820,815 from EA LLP during
this time period.

d. AVENATTI appears to have used money that was
deposited into A&A’s bank accounts for a variety of personal
expenses and to conceal his personal income. For example, based
on a preliminary review of A&A CB&T Account 0661, the
investigation has identified the following payments that appear
personal in nature and would therefore constitute additional
evidence of AVENATTI’'s unreported personal income and tax

evasion:

35 During this same time period, there were total deposits
into AVENATTI’s personal bank accounts of approximately
$18,025,134.
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i. Between 2011 and 2018, A&A paid AVENATTI's
ex-wife, C.C, approximately $979,590. The investigation has not
yet identified any other payments from AVENATTI to C.C, which
supports the inference that these payments constituted either
child support or alimony, or both.

ii. Between 2011 and 2017, a total of $237,985
in cash was withdrawn from A&A CB&T Account 0661 via check or
ATM Withdrawal.

iii. Between 2011 and 2017, A&A paid a total of
approximately $216,720 to Neiman Marcus.

iv. Between March and June 2011, A&A paid
approximately $10,500 to Jewelers On Time, a luxury watch store
in Newport Beach, California.

V. Between 2013 and 2015, A&A paid a total of
approximately $462,499 to Chase Home Finance in connection with
the mortgage on AVENATTI’s residence in Laguna Beach,
California.3®

vi. In June 2014, A&A paid $58,000 to Jewelers
On Time.37

vii. Between 2014 and 2015, A&A paid a total of
approximately $1,220,201 to Gallo Builders, Inc., a custom home

builder in Newport Beach, California.

36 Based on records Chase submitted to the IRS, I know that
between approximately November 2011 and November 2015 AVENATTI
paid to Chase a total of approximately $698,909 in mortgage
interest payments for his Laguna Beach home.

37 GB Auto also paid Jewelers On Time approximately $48,500
on November 27, 2015,
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viii. Between February and March 2015, A&A
paid a total of approximately $82,236 to Porsche.

ix. In May 2016, A&A paid approximately $195,000
to Circle Porsche in Long Beach, California.

X. Between April 2016 and July 2016, A&A paid a
total of approximately $500,000 to the G.P. Family Trust. Based
on my review of other records, I understand that these were rent
payments made pursuant to the lease on AVENATTI’s residence in
Newport Beach, California.38

xi. In September 2016, A&A paid approximately
$176,500 to Exclusive Resorts, which is described on its website
as the “World’s Elite Private Vacation Club.”

xii. Between January 2016 and November 2016, A&A
paid approximately $65,855 to Halaby Restoration, a custom home
painting contractor located in Lake Forest, California.

xiii. Between February 2016 and September
2016, As&A paid a total approximately $138,611 to Vincent
Builders Inc., a custom home builder in Fountain Valley,
California.3® A photo of AVENATTI's former residence in Newport

Beach is shown on Vincent Builder’s website under “Projects.”

38 Approximately $200,000 was also paid to the G.P. Family
Trust from GBUS CB&T Account 2240 in March 2016.

3% Between December 2015 and April 2016, approximately
$187,611 in additional payments were made to Vincent Builders
from an EA LLP CB&T bank account ending in 2851 (“EA CB&T
Account 2851”), an EA LLP attorney trust account ending in 8541
(“EA CB&T Trust Account 8541”), GB Auto BofA Account 7412, and
one of AVENATTI’'s personal bank accounts.
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xiv. Between February 2017 and December 2017, A&A
paid a total of approximately $39,762 to Ferrari Financial
Lease.

xv. Between March 2017 and December 2017, A&A
paid a total of approximately $123,825 to Ten Thousand in Los
Angeles, California, as rent for AVENATTI'’s residential
apartment.

3. Information Regarding the Sale of AVENATTI’s

Residence in Laguna Beach and Purchase of

AVENATTI’s Residence in Newport Beach

59. As set forth below, the investigation has revealed
that in November 2015 AVENATTI and L.S., AVENATTI’'s second wife,
sold their home on McKnight Drive in Laguna Beach, California
(the “Laguna Beach Residence”), for approximately $12.65
million, resulting in proceeds of approximately $5.4 million.

It appears that the net proceeds of the sale were transferred to
various entities AVENATTI controlled in an effort to conceal the
proceeds of the sale. Substantial portions of the sale proceeds
were also used for AVENATTI's personal purposes, including to
finance the purchase of a $15.75 million home on Via Lido Nord

in Newport Beach, California (the “Newport Beach Residence”).

a. The Laguna Beach Residence

60. Based on my review of mortgage records obtained from
Chase, I have learned that AVENATTI and L.S. purchased the
Laguna Beach Residence for approximately $7.2 million in October
2011. AVENATTI and L.S. made a down-payment of approximately
$2.2 million, and received a loan from Chase for approximately

$5 million.
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61. Based on my review of records obtaihed from the escrow
company that worked on the sale of the Laguna Beach Residence
(“Escrow Company 1”) and discussions with Escrow Company 1’s
manager, J.M., I have learned, among other things, the following
information regarding the sale of AVENATTI'’s Laguna Beach

- Residence in November 2015:

a. On or about October 22, 2015, AVENATTI and L.S.
entered into a contract to sell the Laguna Beach Residence for
approximately $12,625,000 in cash. BAmong other things, the
contract required that escrow close on or before November 2,
2015, and that the buyer make a $350,000 non-refundable deposit
that would be released to AVENATTI and L.S. on October 26, 2015.

b. On October 23, 2015, AVENATTI emailed his real
estate broker, R.S., and instructed him to have Escrow Company 1
wire the $350,000 deposit funds to GBUS’'s KeyBank account ending
in 6193 (“GBUS KeyBank 6193”). This email was then forwarded to
J.M., who confirmed the wiring instructions by phone with
AVENATTI on October 26, 2015.

C. On or about October 23, 2015, AVENATTI and L.S.
also signed a form directing Escrow Company 1 to send the sale
proceeds via wire to GBUS KeyBank 6193.

d. On or about October 26, 2015, Escrow Company 1
wired $350,000 to GBUS KeyBank Account 6193.

e. Escrow Company 1’s files included a copy of a
demand letter the IRS sent to M.H. on October 30, 2015. The
demand letter indicated that AVENATTI’s outstanding tax debt

included on the notice of federal tax lien for the 2009 and 2010
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tax years was approximately $1,042,879. J.M. did not recall
having specific discussions with AVENATTI regarding the tax
lien, but said that his standard practice in such situations was
to discuss the issue with his client or, if his client was not
challenging the lien, to instruct the client to get a demand
letter or payoff amount.

f. On or about October 30, 2015, AVENATTI and L.S.
electronically signed a seller’s estimated closing statement,
which indicated, among other things, that $1,042,879 would bé
disbursed to the IRS in connection with the IRS demand.

g. On November 2, 2015, Escrow Company 1 wired the
remaining sale proceeds of approximately $4,553,889 to GBUS
KeyBank 6193.

h. On or about November 3, 2015, Escrow Company 1
sent AVENATTI and L.S. a letter via their real estate broker
confirming that escrow héd closed on November 2, 2015. The
letter confirmed the remaining proceeds of the sale in the
amount of $4,553,889 had been wired on November 2, 2015. The
letter also enclosed a copy of the final settlement and clésing
costs statement, as well as a copy of an IRS Form 1099-S
(Proceeds From Real Estate Transactions), which indicated that
the gross proceeds of the sale of the Laguna Beach property were
$12,625,000.

i. When asked whether Escrow Company 1 submitted the
IRS Form 1099-S to the IRS, J.M. said that Escrow Company 1's
standard practice was to file each IRS Form 1099-S with the IRS

through First American Title. During a subsequent conversation,
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however, J.M. confirmed that the IRS Form 1099-5 for the sale of
AVENATTI’s Laguna Beach Residence was never submitted to the IRS
due to an error by Escrow Company 1.40

62. Based on a preliminary analysis of bank records
associated with AVENATTI, GBUS, EA LLP, and other entities, it
appears that AVENATTI diverted the profits he obtained from the
sale of Laguna Beach Residence to a number of different entities
that he controlled and to his personal bank accounts.
Specifically, I have learned, among other things, the following
regarding the proceeds from the sale of the Laguna Beach
Residence:

a. On or about November 2, 2015, approximately
$4,553,889 was transferred from Escrow Company 1 to GBUS KeyBank
Account 6193.

b. On or about November 2, 2015, approximately
$4,620,000 was transferred from GBUS KeyBank Account 6193 to
GBUS CB&T Account 2240.

c. On or about November 2, 2015, approximately
$4,600,000 was transferred from GBUS CB&T Account 2240 to an
IOLTA attorney trust account associated with The X-Law Group in
Los Angeles, California.

d. On or about November 3, 2015, the X-Law Group
wired approximately $3,600,000 to GB Auto BofA Account 7412. As

set forth in paragraphs 63.b and 63.c below, it appears that the

40 Based on my training and experience, I know that
AVENATTI would still have been required to report the proceeds
from the sale of the Laguna Beach Residence on his 2015 personal
income tax return regardless of whether Escrow Company 1 filed
the IRS Form 1099-S with the IRS.

118



Case 8:19-mj-00241-DUTY Document 1 Filed 03/22/19 Page 154 of 198 Page ID #:154

Case 8:19-mj-00103-DUTY *SEALED* Document 4-1 *SEALED* riled 02/22/19 Page 141 of
184 Page ID #:375

remaining $1,000,000 that had been transferred to The X-Law
Group was used to pay $1,000,000 in deposits for AVENATTI's
purchase of the Newport Beach Residence.

e. Between on or about November 3 and November 4,
2015, $2,700,000 was paid from GB Auto Account 7412 to EA CB&T
Account 2851.

f. On or about November 4, 2015, approximately
$300,000 was transferred from EA CB&T Account 2851 to A&A CB&T
Account 0661.

g. On or about November 4, 2015, approximately
$300,000 was transferred from A&A CB&T Account 0661 to
AVENATTI’s personal bank account.

b. The Newport Beach Residence

63. Based on my review of records obtained from Escrow
Company 1 and discussions with J.M., I have learned, among other
things, the following regarding AVENATTI’s Newport Beach
Residence:

a. On or about September 23, 2015, AVENATTI and L.S.
entered into an agreement to purchase the Newport Beach
Residence from the G.P. Family Trust for approximately
$15,750,000. The purchase agreement required AVENATTI and L.S.
to pay an initial $200,000 deposit within three days, an
additional non-refundable deposit of $800,000 by November 15,
2015, and monthly rent of $100,000 from December 1, 2015, until

August 1, 2016, or the close of escrow.
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b. On September 28, 2015, AVENATTI paid a $200,000
deposit to Escrow Company 1 via a cashier’s check from The X-Law
Group.

c. On or about November 6, 2015, AVENATTI paid an
additional $800,000 deposit to Escrow Company 1 via two wire
transfers from The X-Law Group’s IOLTA attorney trust account in
the amounts of $450,000 and $350,000.

d. In August 2016, approximately two days before
escrow on the Newport Beach Residence was supposed to close, a
lawsuit was filed in the Superior Court of California for Orange
County by a Swiss company named Maseco, S.A., in which Maseco
claimed that it was entitled to possession and title of the
Newport Beach Residence. As a result, the close of escrow was
delayed significantly due to litigation.

e. Ultimately, AVENATTI and L.S. never completed
their purchase of the Newport Beach Residence.

64. As noted above, in 2016, AVENATTI paid to the G.P.
Family Trust a total of $500,000 from A&A CB&T Account 0661 (see
supra 9 58.d.x) and a total of $200,000 from GBUS CB&T Account
2240 (see supra 1 45).

4. Information from AVENATTI'’s Divorce Proceedings

65. On or about January 2, 2018, IL.S. filed a declaration
in connection with the divorce proceedings regarding her
marriage to AVENATTI. In the declaration, L.S. said, among
other things, the following:

a. AVENATTI and L.S. were married in May 2011 and

separated in October 2017.
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b. Until November 2017, AVENATTI and L.S. “enjoyed a
lavish marital lifestyle due to [AVENATTI’s] multi-million
dollar annual income.”

c. In November 2016, AVENATTI told L.S. he had
earned $3.7 million in 2016.

d. L.S. suspected that AVENATTI’s actual earnings
are “substantially higher” than $3.7 million based on his self-
published verdicts, their family’s monthly expenses, and the
fact that AVENATTI failed to share with her his tax returns or
bank account records.

e. In 2016, L.S. spent approximately $215,643 per
month on expenses for her and her son.

f. AVENATTI and L.S. made an approximately $5.4
million profit when they sold the Laguna Beach Residence in
2015.

g. AVENATTI’s and L.S.’s home in Newport Beach was
worth approximately $19 million and they were leasing the home
for a monthly rent of $100,000. L.S. said that they spent
“hundreds of thousands of dollars to fully remodel the Newport
Beach residence.”

h. AVENATTI and L.S. employed two nannies and
various housekeepers at a cost of approximately $15,000 per
month.

i. AVENATTI made quarterly payments to L.S. in the
amount of $60,000 to $80,000 that AVENATTI and L.S. agreed could

be added to her personal savings.
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J. AVENATTI and L.S. spent approximately $30,000 per
month on travel, entertainment, and gifts.

k. L.S. spent approximately $20,000 per month on
clothing.

1. L.S.’s monthly American Express bill typically
ranged from $60,000 to $70,000 and was always paid in full.

m. AVENATTI and L.S. owned two different private
jets -- one through A&A and one through an entity called
Passport 420. L.S. believed each private jet was worth
approximately $4.5 million.

n. AVENATTI and L.S. had an investment in Exclusive
Resorts. (See supra 1 58.d.xi.) L.S. indicated that the total
yearly cost for the investment in, and use of, Exclusive Resorts
was approximately $158,000.

0. In 2017, AVENATTI and L.S. bought an antique
Ferrari at Ferrari Southbay.

p. AVENATTI drives a 2016 Ferrari GT Spider, leased
in L.S.’s name, valued at $410,000.

q. AVENATTI has an extensive watch collection,
including three or four Patek Phillippe watches AVENATTI told
..S. were worth $60,000 to $70,000 each.

5. AVENATTI’s Statements Regarding His Net Worth

66. Based on my review of documents collected in
connection with this investigation, I have learned that AVENATTI
previously provided various banks with the following information

regarding his net worth:
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a. On or about May 19, 2013, AVENATTI provided
HomeStreet with a “Personal Balance Sheet.” The Personal
Balance Sheet indicated that he had: (1) total assets of
$40,039,000; (2) liabilities of $5,463,000; and (3) a net worth
of $34,576,000.

b. On or about March 11, 2014, AVENATTI provided The
Peoples Bank with a “Personal Balance Sheet.” The Personal
Balance Sheet indicated that AVENATTI had (1) total assets of
$69,583,000; (2) total liabilities of $5,495,000; and (3) a net
worth of $64,088,000. At the bottom of the Personal Balance
Sheet there is a handwritten note signed by AVENATTI which
states: “The above is true and correct to the best of my
knowledge as of March 11, 2014.”

C. On or about November 1, 2014, AVENATTI provided
The Peoples Bank with an updated “Personal Balance Sheet.” The
updated Personal Balance Sheet stated that AVENATTI had:

(1) total assets of $75,698,000; (2) total liabilities of
$5,456,000; and (3) a net worth of $70,242,000.

67. Despite claiming that he had a net worth.in 2013 and
2014 ranging from $34 million to $70 million, AVENATTI did not
file any personal income tax returns during these tax years.

F. Fraud Offenses Relating to The Peoples Bank

68. As discussed below, there is probable cause to believe
that between approximately January 2014 and April 2016 AVENATTI
engaged in a scheme to defraud The Peoples Bank in Mississippi

by submitting false documents, including false tax returns and
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balance sheets, in connection with three separate loans AVENATTI
and his companies sought and obtained.

€9. Based on my review of publicly available information,
I know that The Peoples Bank, which is located in Biloxi,
Mississippi, has been federally insured by the Federal Insurance
Deposit Commission (“FDIC”) since approximately 1934.

70. Based on my review of records obtained from The
Peoples Bank, I have learned, among other things, that AVENATTI
obtained three separate loans from The Peoples Bank during 2014:
(1) a loan to GB LLC for $850,500 on January 16, 2014 to mature
on April 15, 2014; (2) a loan to EA LLP for $2,750,000 on March
14, 2014 to mature on June 15, 2014; and (3) a loan to EA LLP
for $500,000 on December 12, 2014 to mature on December 12/
2015.41 I have also reviewed IRS tax records and other bank
account records that are relevant to these loans.

1. $850,000 Loan to GB LLC in January 2014

71. In or about January 2014, AVENATTI sought a three-
month loan from The Peoples Bénk for GB LLC in the amount of
$850,500 for the specific purpose of “working capital.” TI have
learned, among other things, the following regarding this loan:

a. AVENATTI personally guaranteed the loan, as did
Doppio, and AVENATTI signed the lcoan documents as Manager of GB

LLC. AVENATTI told C.S. -- the President and CEO of The Peoples

41 Based on the interview with T.M. and the records
obtained from The Peoples Bank, I have learned that M.C., an
individual with whom AVENATTI had a business and litigation
relationship in Seattle, Washington, introduced AVENATTI to
C.S., the president and CEO of The Peoples Bank.
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Bank —-- that AVENATTI “ownfed] 90% of [GB] LLC through Doppio,
Inc., which [he] wholly ownled].”

b. The Peoples Bank provided a list of information
they would need from AVENATTI before the bank could approve the
loan. AVENATTI provided numerous documents to The Peoples Bank,
including financial statements for GB LLC that listed over $41
million in assets for the company (including over $22 million in
“International rights”) and nearly $38 million in member’s
equity. AVENATTI also provided GB LLC's Operéting Agreement
dated December 12, 2012, the stock certificates for GB LLC and
Doppio, and an irrevocable stock transfer signing over the stock
certificates as collateral for the loan.

c. The Peoples Bank also told AVENATTI that, prior
to authorizing the loan, the bank needed a “Taxpayer Statement
and copy of most recent filed tax return.” The Peoples Bank had
a copy in its files of AVENATTI’s 2011 U.S. Individual Income
Tax Return (Form 1040). The AVENATTI 2011 Form 1040 that was
provided to the bank listed AVENATTI'’s total income and adjusted
gross income as $4,562,881, and indicated that he owed the IRS
51,506,707 in taxes for the 2011 tax year. The 2011 Form 1040
listed M.H. as the preparer. Based on a review of IRS records,
however, I know that AVENATTI did not file any IRS Form 1040 for
the 2011 tax year nor did he pay any taxes to the IRS for the
2011 tax year.

d. The Peoples Bank approved the loan and wired the
loan proceeds to GB LLC’s HomeStreet account, pursuant to

AVENATTI’s wire instructions. A third party, J.R.C., then
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accepted assignment of the loan and became the “grantor” on the
loan requiring AVENATTI to repay the loan to J.R.C.
2. $2,750,000 Loan to EA LLP in March 2014
72. In early March 2014, AVENATTI sought and obtained a
three-month loan from The Peoples Bank for EA LLP in the amount
of $2.75 million. I have learned, among other things, the
following information regarding this loan:

a. AVENATTI told The Peoples Bank that the $2.75
million loan to EA LLP would be used to repay J.R.C. for the
earlier $850,000 loan (plus interest), and for “working
capital.”

b. When seeking the loan, AVENATTI said that his
firm was due approximately $19 million shortly from the

settlement of the Scott v. SCI litigation, and that EA LLP and

AVENATTI would sign a commercial pledge agreement requiring the
escrow company in charge of the settlement proceeds to pay off
the loan from The Peoples Bank first upon disbursement of the
settlement funds. AVENATTI submitted a commercial loan
application, which he signed both individually and on behalf of
EA LLP. In the loan application, AVENATTI claimed that, as of
March 10, 2014, EA LLP had assets and a net worth of
approximately $21 million, and had income and revenues of
approximately $15.7 million. AVENATTI also submitted Balance
Sheets and Profit and Loss Statements for EA LLP through March
10, 2014, which stated, among other information, that the firm
earned over $40 million in total income from January 2011

through March 10, 2014.
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c. Additionally, AVENATTI emailed The Peoples Bank
what purported to be EA LLP’s 2012 U.S. Partnership Return, Form
1065 (“Pecples Bank 2012 Form 1065”). The Peoples Bank 2012
Form 1065, which stated that it was “Firm Prepared,” declared
that in 2012 EA LLP had gross receipts and total income of
slightly over $11.4 million, and ordinary business income
(calculated after subtracting expenses and deductions from the
total income) of approximately $5.8 million. The Pecples Bank
2012 Form 1065 also attached a Schedﬁle K-1, which showed the
distribution of income or loss to the partners. The Schedule K-
1 attached to the Peoples Bank 2012 1065 showed that AVENATTI,
through A&A, received $4,364,592 in income from EA LLP in 2012.

d. I have reviewed the 2012 U.S. Partnership Return,
Form 1065, that EA LLP actually filed with the IRS (“IRS 2012
Form 1065”) on October 8, 2014, and compared it to the Peoples
Bank 2012 Form 1065 AVENATTI submitted in March 2014. AVENATTI
signed the IRS 2012 Form 1065 under penalty of perjury as the
member manager. The IRS 2012 Form 1065 was prepared by M.H.
(the CPA in Los Angeles, California, who served as the POA for
GBUS). The IRS 2012 Form 1065 listed gross receipts and total
income of approximately $6.2 million, and an ordinary business
loss of approximately $2.13 million. The Schedule K-1 attached
to the IRS 2012 Form 1065 listed an ordinary loss of
approximately $1.6 million to A&A. Thus, the 2012 Form 1065
AVENATTI provided to The Peoples Bank claimed over $5.2 million
more of gross receipts and nearly $8 million in additional

ordinary business income (the difference between the business

127



Case 8:19-mj-00241-DUTY Document 1 Filed 03/22/19 Page 163 of 198 Page ID #:163

Case 8:19-mj-00103-DUTY *SEALED* Document 4-1 *SEALED*  riled 02/22/19 Page 150 of
184 Page ID #:384

income on the Peoples Bank 2012 Form 1065 and the business loss
on the IRS 2012 Form 1065) than was reported on the actual Form
1065 that was filed with the IRS.

e. On or about March 14, 2014, the loan in the
amount of $2.75 million was approved with a maturity date of
June 15, 2014. 1In support of the loan, AVENATTI signed
commercial pledge agreements on behalf of EA LLP, GB LLC, and
Doppio, and a personal commercial guaranty. AVENATTI also
signed a loan disbursement request, which instructed The Peoples
Bank to repay J.R.C. the approximately $884,165.63 that was owed
from the January 2014 $850,000 loan (plus interest), and to wire
the remaining $1,824,584 to an EA LLP bank account at CB&T.

f. On or about May 23, 2014, after the Scott v. SCI

settlement was finalized, the escrow company wired approximately
$2,787,430 to The Peoples Bank to pay off the outstanding
balance of the March 2014 loan.

3. $500,000 Loan to EA LLP in December 2014

73. In December 2014, AVENATTI cbtained a $500,000 loan

from The Peoples Bank to EA LLP. I have learned, among other
things, the following information regarding this loan:

a. On November 10, 2014, AVENATTI emailed C.S. at
The Peoples Bank to follow up on a prior discussion in which
AVENATTI sought a $2.5 million line of credit from the bank for
FA LLP to provide working capital for the needs of the law firm.
AVENATTI offered certain guarantees and protections to the bank,

including pledging an interest in an ongoing litigation to the
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bank and a full security agreement tc secure the loan, and to
provide any further financial information the bank needed.

b. Two days later, on November 12, 2014, AVENATTI
sent an additional email to C.S. attaching a spreadsheet that
included EA LLP’s “expected and estimated contingency fees in
2015.” The spreadsheet indicated that the firm expected to
receive approximately $165 million in gross recoveries from
contingency cases, and the net costs and attorneys’ fees due to
EA LLP from these contingency cases would be approximately $47.6
million. AVENATTI further explained that the attached expected
earnings of the firm “obviously does not reflect our projected
gross hourly revenue from non-contingency cases in 2015.7

C. On November 15, 2014, the bank told AVENATTI that
for the bank to consider and move forward on the credit
facility, AVENATTI would need to provide: an updated personal
balance sheet; personal income tax returns for 2012 and 2013;
interim internal financials of EA LLP through September or
October 2014; and an audited financial statement for GB LLC and
its subsidiaries.

d. Later on November 15, 2014, AVENATTI emailed back
his personal balance sheet as of November 1, 2014, and stated
that he would get the bank the other requested documents later.
AVENATTI noted, however, that GB LLC and its subsidiaries did
not have audited financials on an annual basis, but that there
had been no material change to the audited GB LLC balance sheet
from sixteen months earlier, which AVENATTI had previously

provided to the bank. On the personal balance sheet, AVENATTI
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listed over $75 million in total personal assets and a net worth
of over $70 million. (See supra 1 66.c.)

e. On November 16, 2014, AVENATTI emailed The
Peoples Bank the updated financials for EA LLP, including a
Profit and Loss Statement, and a Balance Sheet for January 2014
through September 2014. The Profit and Loss Statement listed EA
LLP’s total income for the year up through September 2014 as
approximately $23.4 million and its net income as approximately
$18.2 million. The EA LLP Balance Sheet for the same time
period claimed total current assets of over $31 million and net
income of over $27 million (which is $9 million more than listed
on the Profit and Loss statement for the same period). 1In
addition, the EA LLP Balance Sheet that AVENATTI provided the
bank indicated that EA LLP had approximately $712,729 in its
operating account with CB&T (“EA LLP CB&T Account 8461”), as of
September 30, 2014. Based on a review of the CB&T bank records,
however, I know that EA LLP CB&T Account 8461 had a balance of
approximately $27,710 as of September 30, 2014.

f. On November 22, 2014, C.S. at The Peoples Bank
emailed AVENATTI stating that the bank still needed financial
information on GB LLC (even 1f not audited) and AVENATTI's
personal tax returns for 2012 and 2013. Soon thereafter,
AVENATTI replied that he “had asked that the remaining info be
forwarded to you [C.S.] and will follow-up in short order.”

g. . On November 25, 2014, AVENATTI emailed C.S. and
attached a Profit and Loss Statement and Balance Sheet for GB

LLC as of November 2, 2014, which listed the company’s total
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assets as approximately $41.3 million and total equity of
approximately $35.4 million.

h. On or about December 1, 2014, AVENATTI provided
The Peoples Bank with what were purported to be his 2012 and
2013 U.S. Individual Income Tax Returns (IRS Forms 1040) .42

i. The 2012 IRS Form 1040 that AVENATTI provided to
the Peoples Bank, included the following information: AVENATTI's
filing status was “single;”%3 AVENATTI’s total income and
adjusted gross income were $5,423,099; the total tax due was
$1,790,744; AVENATTI had made $1,600,000 in estimated tax
payments in 2012 and still owed $190,744 in taxes; and the
return was prepared by M.H. According to IRS records, however,
AVENATTI did not file a 2012 Form 1040, and did not make any tax
payments toward his 2012 individual tax liability.

J. Both the “draft” and subsequent version of the
2013 Form 1040 that AVENATTI provided to The Peoples Bank
included the following information: AVENATTI's filing status was
“single;” AVENATTI’s total income and adjusted gross income were
$4,082,803; AVENATTI had paid $1,353,511 to the IRS in 2013

(61,250,000 in estimated tax payments and $103,511 in

42 The Peoples Bank deemed the 2013 IRS Form 1040 they
received from AVENATTI via email on December 1, 2014, as a draft
because they received a slightly different and updated 2013 IRS
Form 1040 soon thereafter. The Peoples Bank also received 2011
and 2012 IRS Forms 1040 for AVENATTI. However, neither the 2011
Form 1040, 2012 Form 1040, nor the updated 2013 Form 1040 were
attached to an email, so the bank is not certain if they
received the documents via United States Postal Service or
another method.

43 AVENATTI married L.S. in 2011, however, the 2012 Form
1040 listed AVENATTI as single rather than married filing
jointly or separately.
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withholdings from W-2s or 1099s); and the return was prepared by
M.H. The “draft” 2013 Form 1040 stated AVENATTI owed $1,305,482
in taxes for calendar year 2013, and based on his tax payments
durings the year, he wanted $48,029 applied to his 2014 estimated
tax. The subsequent 2013 Form 1040 provided to The Peoples Bank
claimed AVENATTI owed $1,459,000 in taxes for calendar year
2013, and that based on his tax payments during the year, he
owed $105,489 to the IRS. According to IRS records, however,
AVENATTI did not file a 2013 Form 1040, did not make any
estimated tax payments toward his 2013 individual tax liability,
and did not have any tax withholdings in 2013.

k. Although AVENATTI initially requested a $2.5
million line of credit for EA LLP, after receiving the required
documentation from AVENATTI, The Peoples Bank issued EA LLP a
$500,000 loan on December 12, 2014, which was set to mature on
December 12, 2015. The loan was guaranteed by AVENATTI
individually and by AVENATTI on behalf of EA LLP, GB LLC, and
Doppio. AVENATTI alsoc signed a Commercial Pledge Agreement in
which EA LLP agreed to the “Assignment of the first $500,000
plus interest of settlement proceeds in the Meridian related
cases, said attorney’s fees to be $10.5 million plus out of
pocket costs for class counsel [EA] LLP.” M.C., who was the
individual that initially put AVENATTI in touch with C.S. at The
Peoples Bank, was serving as the Meridian Liquidating Trustee on
the litigation. As part of the loan documents, on December 12,

2014, AVENATTI alsc signed a disbursement request and
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authorization, which stated that the “specific purpose of this
loan is: Case Costs and Working Capital.”

1. On December 12, 2014, The Peoples Bank wired the
loan proceeds, $494,500, to EA CB&T Account 8461. The same day,
$350,000 was wired to a bank account for a lawyer who worked for
EA LLP, and $105,000 was transferred to A&A CB&T Account 0661.

m. On February 24, 2015, M.C. informed C.S. at The
Peoples Bank that the Meridian case settled and AVENATTI would
be receiving approximately $2.5 million as part of the
settlement. M.C. wanted to know if he had signed an assignment
of proceeds to The Peoples Bank so he could determine where to
send AVENATTI’s money. C.S. told M.C. that EA LLP was obligated
to pay off the loan, and said the bank could give AVENATTI the
pay-off amount if he called.

n. On June 6, 2015, C.S. sent M.C. an email
(forwarding the February 24, 2015 emails) after realizing that
neither EA LLP nor AVENATTI had paid off the $500,000 loan to
The Peoples Bank in February 2015 after the Meridian settlement.
M.C. then forwarded the email to AVENATTI (copying C.S.) asking
AVENATTI what his status or plan for the loan was. The bank’s
records do not show AVENATTI replied to the email.

0. On November 14, 2015, The Peoples Bank emailed
AVENATTI regarding the $500,000 lcan to EA LLP, which would be
maturing on December 12, 2015. The Peoples Bank wanted to get
an update because the bank’s files showed it was supposed to be
paid off months earlier with the proceeds of the Meridian

settlement. Approximately 30 minutes later, C.S. emailed
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AVENATTI thanking him for the quick response to the prior email
(presumably, AVENATTI responded by phone), and C.S. told
AVENATTI that he would need to pay off his current loan before
The Peoples Bank could establish a line of credit for EA LLP as
AVENATTI sought. C.S. also provided a list of documentation
that AVENATTI would need to provide before the bank could
authorize a line of credit.

pP. On December 23, 2015, C.S. responded to the above
emails and informed AVENATTI that the locan matured on December
12, 2015, and wanted to make sure the loan was paid off by the
end of the year.

g. From February through April 2016, C.S. and others
from The Peoples Bank reached out to AVENATTI on numerous dates
to get an update on the past-due loan and find out when AVENATTI
was going to pay off the loan. On a couple of occasions,
AVENATTI said that a wire to pay off the loan would be coming by
a certain date, but the money was never transferred to the bank.

r. In April 2016, C.S. informed AVENATTI that the
bank would send the loan to its collections department on April
20, 2016, if the loan was not paid off by then, which would
result in additional costs and fees to AVENATTI. On April 20,
2016, AVENATTI emailed the bank attaching documentation
establishing that he would soon receive proceeds from a case and
would instruct that the first part of the settlement proceeds be
used to pay The Peoples Bank.

S. On April 22, 2016, the $500,000 EA LLP loan was

finally paid off.
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G. Fraud Offenses Relating to the $1.6 Million G.B.
Settlement

74. As discussed below, there is probable cause to believe
that AVENATTI: (a) defrauded EA LLP’s client, G.B., out of his
portion of an approximately $1.6 million settlement payment;
(b) used the settlement proceeds for AVENATTI’s own purposes;
and (c) failed to disclose in the EA Bankruptcy that he had
received the $1.6 million settlement payment, despite being
aware that he was required to do so.

75. On or about January 14, 2019, G.B. filed an
arbitration claim alleging that AVENATTI received $1.6 million
in settlement proceeds from a prior arbitration proceeding
against a Colorado-based company (“Company 17y and failed to
turn over G.B.’s portion of the settlement proceeds to G.B.
G.B. also reported the alleged fraud to the Federal Bureau of
Investigation and Newport Beach Police Department. I have
reviewed various records relating to G.B.’s claim, including,
but not limited to, documents provided to the government by
G.B.’s present counsel and by D.S., Company 1's counsel in the
arbitration, and bank records from City National Bank.?* Based
on my review of these documents and records, I have learned,
among other things, the following:

a. In approximately July 2014, G.B. retained EA LLP
to represent him in various litigation matters, including an

intellectual property dispute against Company 1. The fee

44 T have learned that G.B. pleaded guilty to a felony theft
count and received a term of probation. As such, I have relied
primarily on the documentary evidence I have reviewed as it
relates to possible fraud committed against G.B.
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agreement entered into by G.B. and AVENATTI on behalf of EA LLP,
included a 40 percent contingency agreement based on the amount
of the recovery. After AVENATTI and EA LLP initially filed a
civil complaint in federal court on behalf of G.B. against
Company 1, the parties agreed to handle the case through private
arbitration in Colorado.

b. On December 22, 2017, D.S. sent AVENATTI a draft
settlement agreement to resolve the arbitration, which required
Company 1 to pay G.B. $1.9 million, with $1.6 million due on
January 10, 2018, and $100,000 due on January 10 of the three
subsequent years.

c. On December 26, 2017, AVENATTI sent an email to
D.S. with a Microsoft Word document entitled, “MJA Revised
Draft,” which still had the same payment amounts and dates.
AVENATTI also stated in the email that he would provide wire
instructions immediately prior to the execution of the
agreement.

d. On December 27, 2017, AVENATTI sent another
Microsoft Word document titled “Further Revised,” to D.S., which
was a revised version of the settlement agreement, with red-
lines of the revisions AVENATTI made to the document. This
revised settlement agreement also set the payment due dates as
January 10, 2018 through 2021. The primary change AVENATTI made
to this draft of the settlement agreement was to remove the
requirement that the settlement payment be sent via wire
transfer to a specific account identified in the agreement and

instead required that the settlement payment be sent via wire
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transfer to an account that AVENATTI would identify to D.S. via
email by January 3, 2018.

e. On December 28, 2017, D.S. emailed AVENATTI a
copy of the fully executed settlement agreement with both
parties’ signatures, as well as a stipulation to dismiss the
matter from arbitration. The settlement agreement again listed
the payment dates as January 10, 2018 through 2021.

f. The copy of the settlement agreement that was
provided to G.B., however, listed the payment dates for the $1.9
million settlement as S$1.6 million on March 10, 2018, and
$100,000 on March 10 of each of the next three years.

g. On January 2, 2018, AVENATTI emailed D.S. with
instructions to wire the settlement money to a City National
Bank attorney trust account ending in 5566 (“CNB Trust Account
5566") .45 AVENATTI also wanted to confirm “that we are on
track.” D.S. responded that they were “on track.”

h. On January 5, 2018, Company 1 wired the $1.6
million settlement into CNB Trust Account 5566 as directed by
AVENATTI. City National Bank records confirm that the $1.6
million wire transfer was received in CNB Trust Account 5566.
Prior to the $1.6 million wire transfer, CNB Trust Account 5566
had a balance of $0.

i. None of the $1.6 million in settlement funds that
were deposited into CNB Trust Account 5566 were ever paid to

G.B. Rather, between January 5, 2018, and March 14, 2018,

45  City National Bank records show that AVENATTI opened CNB
Trust Account 5566 on December 28, 2017, the same date the
settlement agreement was finalized and executed.
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AVENATTI caused approximately $1,599,058 to be paid out of CNB
Trust Account 5566 for his own personal purposes, including the
following payments:

i. approximately $617,000 to a Florida-based
attorney AVENATTI worked with on an unrelated contingency case;

ii. a total of approximately $350,000 paid to EA
LLP bank accounts;

iii. a total of approximately $200,000 to GBUS
and vendors of GBUS;

iv. a total of approximately $112,000 to a bank
account in the name of “Michael Avenatti, Esqg.”;

V. approximately $46,000 to The X-Law Group;
and

vi. approximately $27,000 to Dennis Brager, the
lawyer who was representing GBUS in the IRS payroll collection
case.

j. G.B. sent numerous text messages and emails to
AVENATTI between January 2018 and November 2018. These text
messages are consistent with G.B.’s claims that he believed the
first settlement payment was due on March 10, 2018; did not know
that Company 1 had made the $1.6 million settlement payment; and
did not know that AVENATTI had received the settlement payment
in January 2018.
k. As set forth below, beginning on March 10, 2018,

the date that G.B. believed the settlement proceeds from Company
1 would be arriving, G.B. repeatedly asked AVENATTI if he had

received the settlement proceeds, whether AVENATTI had heard
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anything from Company 1 regarding when the money would arrive,
and what, if anything, G.B. and AVENATTI could do to get the
money G.B. was owed. It appears that AVENATTI did not respond
to most of the messages from G.B. to AVENATTI relating to the
settlement payment from Company 1. G.B. also made clear to
AVENATTI that he had would be having financial difficulties
without the settlement proceeds and that it was imperative for
G.B. to get the money.

i. On or about March 10, 2018, G.B. sent a text
message to AVENATTI stating “I was just thinking is this a big
day from our friends at [Company 1]?2”

ii. On March 12, G.B. sent AVENATTI a text
message in which he said “[h]ere is my account information for
the wire.”

iii. On March 13, 2018, G.B. sent AVENATTI a text
message saying, among other things, “any word on that wire from
[Company 1]172”

iv. On March 14, 2018, G.B. sent AVENATTI a text
message saying that he needed the settlement money and would be
in trouble without the cash because he had made investments over
the last four months in reliance on the settlement money coming
in. The next day, March 15, 2018, AVENATTI replied, “Let's chat
today — I'm sure it will be resolved.”

v. Over the next couple weeks, G.B. sent
several additional text messages to AVENATTI explaining how
concerned G.B. was and expressing his need for the settlement

money. On March 23, 2018, AVENATTI texted G.B. back and told
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him “don’t worry. Let’s chat tmrw. We will figure this out.
Michael.”

vi. Through the rest of March to May 2018, G.B.
repeatedly asked AVENATTI about the money, whether AVENATTI had
heard from Company 1 about when the money was going to be sent,
and what actions G.B. and AVENATTI could take to cause Company 1
to pay the agreed-upon settlement. AVENATTI never told G.B. the
money had already come in. AVENATTI, however, agreed via text
message to provide G.B. “advances” of money to assist him with
expenses. Based on records provided by G.B.’s attorney, it
appears that AVENATTI “advanced” G.B. approximately $130,000
between April 2018 and November 2018.

vii. Throughout October 2018 and up until
approximately November 16, 2018, G.B. sent numerous text
messages and emails to AVENATTI again describing G.B.’s dire
financial situation and asking numerous questions about what
actions they could take going forward to get G.B. his money.
AVENATTI did not respond to most of the messages, but on a few
occasions, AVENATTI replied, saying he was working on a solution
and they could set a time to talk. AVENATTI never responded in
writing to G.B.’s specific questions regarding the Company 1
settlement.

1. On or about November 16, 2018, after retaining
new cocunsel to attempt to collect his settlement proceeds, G.B.,
through his counsel, learned that the actual settlement
agreement had provided for the initial $1.6 million dollars to

be paid on January 10, 2018, as opposed to March 10, 2018, as
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G.B. had been led to believe, and that Company 1 had in fact
made the $1.6 million settlement payment on January 5, 2018.

m. On November 17, 2018, G.B.’s new counsel sent a
letter to AVENATTI via email, which stated that G.B. had been
led to believe that Company 1 had not made the initial $1.6
million payment required under the settlement agreement and
sought confirmation of this fact. The letter also requested a
true and correct copy of the Settlement Agreement and any fee
agreements AVENATTI and EA LLP had with G.B. Finally, the
letter requested that i1f the settlement money had actually
already been paid, to provide an immediate accounting concerning
the funds.

n. At approximately 10:12 p.m. on November 17, 2018,
AVENATTI sent two text messages to G.B. stating “Pls call me”
and “What is this all about? Pls call me ASAP.”4® AVENATTI also
called G.B.’s phone twice that night and left a voicemail at
approximately 10:14 p.m., which included, in part, AVENATTI
stating, “Give me a call when you get a chance. I mean as soon
as possibie if you get this please it’s urgent. Thank you.” At
approximately 10:26 p.m., AVENATTI sent G.B. an email saying, "I
just tried you on your cell. Please call me when you receive
this. Thanks, Michael.” To date, AVENATTI never responded to
or provided documents as requested in the letter G.B.’s counsel

sent AVENATTI on November 17, 2018.

46 Although AVENATTI was on notice that G.B. was represented
by new counsel and had been contacted by said counsel rather
than by G.B., AVENATTI contacted G.B. directly and made no known
effort to communicate with G.B.’s new counsel.
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76. As noted in paragraph 51 above, in connection with the
EA Bankruptcy, EA LLP and AVENATTI were required to file with
the Bankruptcy Court a MOR each month. AVENATTI, however, néver
disclosed the $1.6 million settlement payment from the G.B. case
nor the existence of CNB Trust Account 5566 to the Bankruptcy
Court, as he was required to do.%’ Rather, on February 15, 2018,
AVENATTI signed and filed EA LLP’s January 2018 MOR under
penalty of perjury, which falsely stated that EA LLP had total
receipts of approximately $232,221 during January 2018, based
solely on deposits into the EA LLP's DIP CB&T bank account.
Additionally, approximately $141,113 out of the $232,221
reported on the MOR was made up of two cashier’s checks written
from CNB Trust Account 5566, which came from the settlement
proceeds. By using cashier’s checks for these payments from CNB
Trust Account 5566, AVENATTI hid the existence of this bank
account from the Bankruptcy Court and EA LLP's creditqrs.
Finally, based on the records it is clear that G.B. was
represented by EA LLP in his case against Company 1; thus, I
understand that any payment AVENATTI received from the G.B. case
would be property of the bankruptcy estate.

V. ADDITIONAL INFORMATION REGARDING THE SUBJECT DEVICES

A. Collection of the Subject Devices

77. SUBEJECT DEVICE 1: ©On October 5, 2018, M.E. was

served with a subpoena demanding that she produce certain

47 It appears that AVENATTI also failed to disclose in the
EA Bankruptcy the payments he received in connection with his
representation of M.P. and L.T. and the CNB bank account into
which such payments were deposited. (See supra page 103 n. 31.)
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records relating to GBUS and GB LLC, including any digital
devices used to conduct business on behalf of GBUS, GB LLC, and
other related entities. On October 22, 2018, M.E. met with me
and IRS-CI SA John Weeks*® to produce responsive records. M.E.
consented to have IRS-CI copy and secure evidence from her
laptop computer. SA John Weeks took possession of the laptop,
created an image of the laptop’s hard drive (SUBJECT DEVICE 1),
and returned the laptop to M.E. M.E. also produced a number of
hard copy GBUS emails responsive to the subpoena. The hard copy
emails were sealed in an envelope, marked as potentially
tainted, and sent to a PRTAUSA in Los Angeles.*’ Neither the
contents of SUBJECT DEVICE 1 nor the hard copy records produced
by M.E. have been reviewed by me or any other member of the
prosecution team. Based on my discussions with M.E., however, 1
understand that SUBJECT DEVICE 1 contains copies of her GBUS
emails and other GBUS records.

78. SUBJECT DEVICE 2: On October 5, 2018, S.F. was served

with a subpoena demanding that she produce certain records

relating to GBUS and GB LLC, including any digital devices used
£o conduct business on behalf of GBUS, GB LLC, and other related
entities. On October 21, 2018, SA James Kim and I met with S.F.

to obtain records responsive to the subpoena. S.F. produced to

48 SA Weeks is an IRS Computer Investigative Specialist
(“CIS”). SA Weeks is not part of the investigative team.
Rather, SA Weeks involvement in this investigation has been
limited to the forensic collection of digital evidence.

49 Because the hard copy documents were produced by M.E. in
response to specific requests in the subpoena, the government is
not seeking a warrant to search these documents.
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us two boxes of documents, which she indicated consisted of GBUS
mail and invoices. S.F. also consented to have IRS agents copy
and secure evidence from her laptop computer, and allowed us to
take temporary custody of the computer. SA Weeks subsequently
created a forensic image of S.F.’s laptop (SUBJECT DEVICE 2),
which we returned to her on October 25, 2018. The contents of
SUBJECT DEVICE 2 have not been reviewed by me or any other
member of the prosecution team. Based on my discussions with
S.F., however, I understand that SUBJECT DEVICE 2 contains
copies of her GBUS emails and other GBUS records. The hard copy
documents were mailed to IRS-CI’s office in Laguna Niguel and
reviewed by an IRS-CI privilege review SA. The privilege review
SA confirmed, after consulting with a PRTAUSA, that the hard
copy documents did not contain potentially privileged

information, and then released them to me to review.

79. SUBJECT DEVICE 3: On October 5, 2018, M.G. was
served With a subpoena demanding that she produce certain
records relating to GBUS and GB LLC, including any external hard
drives that she used to store business records relating to GBUS,
GB LLC, and other entities. On October 22, 2018, M.G. met with
me and SA Weeks to produce responsive records. M.G. consented
to have IRS-CI copy and secure evidence from her external hard
drive. SA Weeks took possession of the hard drive, created a
forensic image of the hard drive (SUBJECT DEVICE 3), and
returned the hard drive to M.G. M.G. also consented to have
IRS-CI secure all text messages between her and RO 1, which SA

Weeks retrieved from her cell phone. Neither the contents of
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SUBJECT DEVICE 3 nor the text messages have been reviewed by me
or any other member of the prosecdtion team. Based on my
discussions with M.G., however, I understand that SUBJECT DEVICE
3 contains copies of M.G.’s GBUS emails and other GBUS records.

80. SUBJECT DEVICE 4: On October 22, 2018, V.S. was

served with a subpoena demanding that he produce certain records
relating to GBUS and GB LLC, including any digital devices used
to conduct business on behalf of GBUS, GB LLC, and other related
entities. In response to the subpoena, on October 29, 2018, I
received SUBJECT DEVICE 4 and certain hard copy records from
V.S. SUBJECT DEVICE 4 was sent to IRS-CI SA John Weeks to
download and secure the evidence. The hard copy documents were
sealed and then provided to an IRS-CI privilege review SA. The
privilege review SA confirmed, after consulting with a PRTAUSA,
that the hard copy documents did not contain potentially
privileged information, and then released the documents to me to
review. The contents of SUBJECT DEVICE 4 have been not reviewed
by me or any other member of the prosecution team. Based on my
discussions with V.S., however, I understand that SUBJECT DEVICE
4 contains copies of V.3.’s GBUS emails and other GBUS records.

81. SUBJECT DEVICE 5 and SUBJECT DEVICE 6: On October 25,

2018, A.G. was served with a subpoena demanding that he produce
certain records relating to GBUS and GB LLC, including any
digital devices used to conduct business on behalf of GBUS, GB
LLC, and other related entities. On November 13, 2018, A.G. met
with me and an IRS CIS, and provided us with a Seagate external

hard drive and Veeam 2GB flash drive. A.G. consented to have
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IRS-CI copy and secure the evidence from these devices. An IRS
CIS took possession of the devices, created forensic images of
the hard drive (SUBJECT DEVICE 5) and the flash drive (SUBJECT
DEVICE 6), and then returned the devices to A.G. the next day.
Based on my discussions with A.G., I understand that SUBJECT
DEVICE 5 and SUBJECT DEVICE 6 contain GBUS business records,
including GBUS business records that an IT consultant, J.S.,
downloaded from the AWS cloud server before AWS and 2nd Watch
discontinued GBUS’s services for non-payment of its fees. The
contents of SUBJECT DEVICE 5 and SUBJECT DEVICE 6 have not been
reviewed by me or any other member of the prosecution team.

82. SUBJECT DEVICE 7: On November 20, 2018, SA Weeks

received from A.G. a Seagate external hard drive®® containing
additional records responsive to the October 25, 2018, subpoena.
SA Weeks then created a forensic image of the hard drive
(described herein as SUBJECT DEVICE 7). I then mailed the
device back to A.G. on December 3, 2018. Based on my
discussions with A.G. and SA Weeks, I understand that SUBJECT
DEVICE 7 contains approximately 1.5 million emails that J.8S.
downloaded from the AWS cloud server before GBUS’'s services were
discontinued. SA Weeks further advised me that SUBJECT DEVICE 7
contains a number of GBUS email mailboxes, including email
mailboxes associated with the following former GBUS employees:

A.G.; B.H.; M.D.; M.E.; M.G.; S.F.; T.M.; and V.S. ©Notably,

50 T understand that A.G. used the same Seagate external
hard drive he provided to IRS-CI on November 13, 2018, to
produce this additional data to IRS-CI.
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SUBJECT DEVICE 7 does not appear to contain any email mailboxes
associated with AVENATTI.S! Although SA Weeks provided me with a
list of the email mailboxes stored on SUBJECT DEVICE 7, the
specific contents of SUBJECT DEVICE 7 have not been reviewed by
me or any other member of the prosecution team.

B. The SUBJECT DEVICES Are Unlikely to Contain Attorney-
Client Privileged Communications or Records

83. Although AVENATTI is a licensed attorney and has
previously claimed in connection with the IRS collection case
that he served as GBUS’s General Counéel, it is highly unlikely
that the SUBJECT DEVICES will contain information protected by
the attorney-client privilege for the following reasons:

a. First, on February 19, 2019, the GBUS Trustee
(see supra Section IV.C.7) executed a written waiver of the
attorney-client privilege as to any communications between
GBUS’s officer, directors, employees, and agents, and aﬁy léwyer
acting on GBUS’s behalf, including any communications with

AVENATTI.52 The Trustee has also consented to a search of the

51 As noted in Section IV.C.3 above, multiple former GBUS
employees indicated that although AVENATTI had a GBUS email
account, he did not use it to conduct business on behalf of
GBUS, and used his EA LLP email account instead.

52 The written waiver is limited to attorney-client
communications prior to the filing of the involuntary bankruptcy
petition on October 24, 2018, and does not cover communications
between the GBUS Trustee and any lawyers acting on behalf of the
GBUS Trustee. Based on when the SUBJECT DEVICES were collected
and my discussions with the former GBUS employees regarding the
general contents of the SUBJECT DEVICES, I do not believe the
SUBJECT DEVICES include any communications that occurred or
records that were created after October 24, 2018, or any
communications involving the GBUS Trustee.
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SUBJECT DEVICES. A copy of the Trustee’s written waiver of the
attorney-client privilege is attached hereto as Exhibit 1.

b. Second, the former GBUS employees who have been
interviewed during the investigation have all indicated that
AVENATTI primarily, if not exclusively, served in a business
capacity, and did little to no legal work for GBUS. Indeed, all
of the former GBUS employees considered AVENATTI to be the CEO
and Chairman of GBUS, as opposed to its General Counsel. It 1is
therefore highly unlikely that any of the former GBUS employees’
emails contained on the SUBJECT DEVICES would constitute
attorney-client privileged communications. But, to the extent
AVENATTI was acting as GBUS’s lawyer, any of the individual GBUS
employees’ communications with AVENATTI are covered by the
Trustee’s written waiver of the attorney-client privilege
referenced in paragraph 83.a above and attached hereto as
Exhibit 1.

84. Third, I understand AVENATTI could potentially assert
that he had an individual attorney-client relationship with
certain lawyers that also represented GBUS, such as the
Eisenhower law firm, which represented GBUS in the Bellevue
Square Litigation, or The Brager Tax Law Group. I have no
reason to believe, however, that communications between AVENATTI
and any lawyers representing him in an individual capacity are
contained on the SUBJECT DEVICES. Based on the evidence
collected to date and witness interviews, I understand that
AVENATTI exclusively used his EA LLP email account to conduct

business on behalf of GBUS. Further, to the best of my
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knowledge, the SUBJECT DEVICES do not contain a backup of
AVENATTI’s GBUS email account, which in any case GBUS employees
said AVENATTI never used.>33

85. For the foregoing reasons, I believe that the SUBJECT
DEVICES will contain limited, if any, attorney-client
communications and that any such attorney-client communications
on the SUBJECT DEVICES are subject to the written waiver of the
attorney-client privilege executed by the Trustee for GBUS.
Accordingly, a privilege review search protocol that encompasses
all of AVENATTI’s communications with GBUS employees is
unnecessary and would significantly delay this investigation.
Nevertheless, as set forth in Attachment B to the search warrant
application, a privilege review team will conduct a limited
search of the devices for communications with the following five
law firms with which AVENATTI may claim that he had an
individual attorney-client relationship: (a) Foster Pepper PLLC;
(b) Osborn Machler PLLC; (c) Eisenhower Carlson PLLC; (d)
Talmadge/Fitzpatrick/Tribe, PPLC; and (e) The Brager Tax Law
Group. The search team will also be advised of the possibility
that AVENATTI could claim that he had an individual attorney-
client relationship with other law firms or lawyers. To the
extent the search team discovers any individual communications

between AVENATTI and lawyers from the five identified law firms

53 To the extent any of the SUBJECT DEVICES do in fact
contain a backup of AVENATTI’s GBUS email accounts, paragraph 8
of Attachment B to the search warrant application requires that
any such email accounts be immediately segregated and not
searched or reviewed absent further authorization from the
Court.
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or any other law firms, the search team will immediately cease
its review of those communications and provide them to the
PRTAUSA for further review and, if necessary, relief from the
Court.

VI. TRAINING AND EXPERIENCE ON DIGITAL DEVICES

86. As used herein, the term “digital device” includes any
electronic system or device capable of storing or processing
data in digital form, including central processing units;
desktop, laptop, notebook, and tablet computers; personal
digital assistants; wireless communication devices, such as
telephone paging devices, beepers, mobile telephones, and smart
phones; digital cameras; gaming consoles (including Sony
PlayStations and Microsoft Xboxes); peripheral input/output
devices, such as keyboards, printers, scanners, plotters,
monitors, and drives intended for removable media; related
communications devices, such as modems, routers, cables, and
connections; storage media, such as hard disk drives, floppy
disks, memory cards, optical disks, and magnetic tapes used to
store digital data (excluding analog tapes such as VHS); and
security devices.

87. Based on my knowledge, training, and experience, as
well as information related to me by agents and others involved
in the forensic examination of digital devices, I know that it
is not always possible to search digital devices for digital
data in a single day or even over several weeks for a number of

reasons, including the following:
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a. Searching digital devices can be a highly
technical process that requires specific expertise and
specialized equipment. There are so many types of digital
devices and software programs in use today that it takes time to
conduct a thorough search. In addition, it may be necessary to
consult with specially trained personnel who have specific
expertise in the type of digital device, operating system, and
software application being searched.

b. Digital data is particularly vulnerable to
inadvertent or intentional modification or destruction.
Searching digital devices can require the use of precise,
scientific procedures that are designed to maintain the

”

integrity of digital data and to recover “hidden,” erased,
compressed, encrypted, or password-protected data. As a result,
a controlled environment, such as a law enforcement laboratory
or similar facility, is essential to conducting a complete and
accurate analysis of data stored on digital devices.

C. Based on my discussions with IRS-CI SA John
Weeks, I understand the SUBJECT DEVICES may contain a |
substantial of data. A single megabyte of storage space is the
equivalent of 500 double-spaced pages of text. A single
gigabyte of storage space, or 1,000 megabytes, is the equivalent
of 500,000 double-spaced pages of text.

d. Flectronic files or remnants of such files can be

recovered months or even years after they have been downloaded
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onto a hard drive, deleted, or viewed via the Internet.3!
Electronic files saved toc a hard drive can be stored for years
with little or no cost. Even when such files have been deleted,
they can be recovered months or years later using readily-
available forensics tools. Normally, when a person deletes a
file on a computer, the data contained in the file does not
actually disappear; rather, that data remains on the hard drive
until it is overwritten by new data. Therefore, deleted files,
or remnants of deleted files, may reside in free space or slack
space, i.e., space on a hard drive that is not allocated to an
active file or that is unused after a file has been allocated to
a set block of storage space, for long periods of time before
they are overwritten. In addition, a computer’s operating
system may also keep a record of deleted data in a swap or
recovery file. Similarly, files that have been viewed on the
Internet are often automatically downloaded into a temporary
directory or cache. The browser typically maintains a fixed
amount of hard drive space devoted to these files, and the files
are only overwritten as they are replaced with more recently
downloaded or viewed content. Thus, the ability to retrieve
residue of an electronic file from a hard drive depends less on
when the file was downloaded or viewed than on a particular
user’s operating system, storage capacity, and computer habits.

Recovery of residue of electronic files from a hard drive

54 These statements do not generally apply to data stored in
volatile memory such as random-access memory, or “RAM,” which
data is, generally speaking, deleted once a device is turned
off.
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requires specialized tools and a controlled laboratory
environment. Recovery also can require substantial time.

e. Although some of the records called for by this
warrant might be found in the form of user-generated documents
(such as word processing, picture, and movie files), digital
devices can contain other forms of electronic evidence as well.
In particular, records of how a digital device has been used,
what it has been used for, who has used it, and who has been
responsible for creating or maintaining records, documents,
programs,’applications and materials contained on the digital
devices are, as described further in the attachments, called for
by this warrant. Those records will not always be found in
digital data that is neatly segregable from the hard drive image
as a whole. Digital data on the hard drive not currently
associated with any file can provide evidence of a file that was
once on the hard drive but has since been deleted or edited, or
of a deleted portion of a file (such as a paragraph that has
been deleted from a word processing file). Virtual memory
paging systems can leave digital data on the hard drive that
show what tasks and processes on the computer were recently
used. Web browsers, e-mail programs, and chat programs often
store configuration data on the hard drive that can reveal
information such as online nicknames and passwords. Operating
systems can record additional data, such as the attachment of
peripherals, the attachment of USB flash storage devices, and
the times the computer was in use. Computer file systems can

record data about the dates files were created and the sequence
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in which they were created. This data can be evidence of a
crime, indicate the identity of the user of the digital device,
or point toward the existence of evidence in other locations.
Recovery of this data requires specialized tools and a
controlled laboratory environment, and also can require
substantial time.

f. Further, evidence of how a digital device has
been used, what it has been used for, and who has used it, may
be the absence of particular data on a digital device. For
example, to rebut a claim that the owner of a digital device was
not responsible for a particular use because the device was
being controlled remotely by malicious software, it may be
necessary to show that malicious software that allows someone
else to control the digital device remotely is not present on
the digital device. Evidence of the absence of particular data
on a digital device 1is not segregable from the digital device.
Analysis of the digital device as a whole to demonstrate the
absence of particular data requires specialized tools and a
controlled laboratory environment, and can require substantial
time.

g. Digital device users can attempt to conceal data
within digital devices through a number of methods, including
the use of innocuous or misleading filenames and extensions.
For example, files with the extension “.Jjpg” often are image
files; however, a user can easily change the extension to “.txt”
to conceal the image and make it appear that the file contains

text. Digital device users can also attempt to conceal data by
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using encryption, which means that a password or device, such as
a “dongle” or “keycard,” is necessary to decrypt the data into
readable form. In addition, digital device users can conceal
data within another seemingly unrelated and innocuous file in a
process called “steganography.” For example, by using
steganography a digital device user can conceal text in an image
file that cannot be viewed when the image file is opened.
Digital devices may also contain “booby traps” that destroy or
alter data if certain procedures are not scrupulously followed.
A substantial amount of time is necessary to extract and sort
through data that is concealed, encrypted, or subject to booby
traps, to determine whether it is evidence, contraband or
instrumentalities of a crime. In addition, decryption of
devices and data stored thereon is a constantly evolving field,
and law enforcement agencies continuously develop or acquire new
methods of decryption, even for devices or data that cannot
currently be decrypted.

h. The search of the SUBJECT DEVICES will likely
take a considerable amount of time for multiple reasons. First,
as noted above, the SUBJECT DEVICES contain a substantial amount
of data. For example, I understand that SUBJECT DEVICE 7 alone
contains approximately 1.5 million emails. Second, the search
of the SUBJECT DEVICES will require the use of a Privilege
Review Team and the search protocols set forth in Attachment B

to the search warrant application.
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88. Other than what has been described herein, to my
knowledge, the United States has not attempted to obtain this
data by other means.

VII. REQUEST FOR SEALING

89. I request that the search warrant, the search warrant
application, and this affidavit be kept under seal to maintain
the integrity of this investigation until further order of the
Court, or until the government determines that these materials
are subject to its discovery obligations in connection with
criminal proceedings, at which time they may be produced to
defense counsel. I make this request for several reasons.

a. First, this criminal investigation is ongoing and
is neither public nor known to AVENATTI and other subjects of
the investigation. Disclosure of the search warrant,
application, and this affidavit could cause AVENATTI and others
to accelerate any existing or evolving plans to, and give them
an opportunity to, destroy or tamper with evidence, tamper with
or intimidate witnesses, change patterns of behavior, or notify
confederates.

b. Second, based on evidence collected to date and
described herein, there is probable cause to believe that
AVENATTI took a number of affirmative actions to obstruct the
IRS civil collection action relating to GBUS’s unpaid payroll
taxes by, among other things, lying to RO 1, changing contracts,
merchant accounts, and bank account information to avoid liens
and levies imposed by the IRS, and instructing employees to

deposit ov